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Enclosed are two original copies of each of the documents -described below,
to be recorded pursuant to 49 U.S.C. § 11303.

The first document, Railcar Lease, dated as of September 1, 1990, is a
primary document. The names and addresses of the parties to such document are as

"Tollows:

The Connecticut National Bank
777 Main Street
Hartford, Connecticut .06115,

' '
/t/k/r?

Indiana Michigan Power Company i-fi&&*^~^
c/o American Electric Power Service Corporation
1 Riverside Plaza
Columbus, Ohio 43215

The second document, Security Agreement-Trust Deed, dated as of
September 1, 1990, is a^primary document. The names and addresses of the parties to such
document are as follows: '

The Connecticut National Bank
777 Main Street
Hartford, Connecticut 06115

Wilmington Trust Company
Rodney Square North
Wilmington, Delaware 19890
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The third document, Lease Supplement No. 1, dated as of September 28,
1990, js_a_secondary document. The names and addresses of the parties to such document
are as follows:

The Connecticut National Bank
777 Main Street
Hartford, Connecticut 06115 * >-->

Indiana Michigan Power Company &&&&&&-' I— **^
c/o American Electric Power Service Corporation
1 Riverside Plaza
Columbus, Ohio 43215

The fourth document, Security Agreement-Supplement No. 1, dated as of
September 28, 1990, is a secondary document. The names and address of the parties to
such document are as follows:

The Connecticut National Bank
777 Main Street
Hartford, Connecticut 06115 __ _ X~

Wilmington Trust Company ^/S/^^&^
Rodney Square North
Wilmington, Delaware 19890

A general description of the equipment covered by each of these documents
and intended for use related to interstate commerce is set forth in Schedule 1 attached to
this letter and. made a part hereof.

A short summary of the documents to appear in the index follows:

Railcar Lease, dated as of September 1, 1990, between The Connecticut
National Bank, not in its individual capacity but solely as Owner Trustee
under the Trust Agreement dated as of September 1, 1990 with Chase
Manhattan Service Corporation, as Josser, and Indiana Michigan Power
Company, an Indiana corporation, as Lessee.

Security Agreement-Trust Deed, dated as of September 1, 1990, from The
Connecticut National Bank, not in its individual capacity but solely as Owner
Trustee under Indiana Michigan Trust No. 90-1, as Debtor, to Wilmington
Trust Company, not in its individual capacity, except as specifically set
forth herein, but solely as jecurity Trustee, as gecurity Trustee.

Lease Supplement No. 1 dated as of September 21, 1990, between The
Connecticut National Bank, not in its individual capacity but solely as Owner
Trustee under the Trust Agreement dated as of August 1, 1990 with Chase
Manhattan Service Corporation, as .Lessor and Indiana Michigan Power
Company, an Indiana corporation, as_Lessee.

Security Agreement Supplement No. 1, dated as of September, 1990, from
The Connecticut National Bank, not in its individual capacity but solely as
Owner Trustee under Indiana Michigan Trust No. 90-1, as Debtor, to
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Wilmington Trust Company, not in its individual capacity, except as
specifically set forth herein, but solely as Security Trustee, as Security
^Trustee. ~"

A filing fee of $60.00 is enclosed. Please return an original of each of the
enclosed documents to the undersigned.

Very truly yours

CHAPMAN AND CUTLER

By:
John A. Harris

Enclosures
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RAILCAR LEASE

Dated as of September 1, 1990

Between

THE CONNECTICUT NATIONAL BANK,
not in its individual capacity but solely

as Owner Trustee under the Trust Agreement
dated as of September 1, 1990 with

Chase Manhattan Service Corporation,
as Lessor

and

INDIANA MICHIGAN POWER COMPANY,
as Lessee

(Indiana Michigan Trust No. 90-1)

This Lease has been executed in several counterparts. To the extent, if any,
that this Lease constitutes chattel paper (as such term is defined in the Uniform
Commercial Code as in effect in any applicable jurisdiction), no security interest in this
Lease may be created through the transfer or possession of any counterpart hereof other
than the "Counterpart No. 1". This Counterpart is Counterpart No. £j of .2- Y
Certain rights of the Lessor under this Railcar Lease have been assigned as security to,
and are subject to a security interest in favor of Wilmington Trust Company, as Security
Trustee under the Trust Indenture and Security Agreement dated as of the date hereof
between the Lessor and the Security Trustee, for the benefit of the holders of the Notes
referred to therein.

EXHIBIT C
(to Participation Agreement)
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RAILCAR LEASE

This RAILCAR LEASE dated as of September 1, 1990 (the "Lease"), by and
between The Connecticut National Bank, a national banking association, not in its
individual capacity but solely as Owner Trustee under the Trust Agreement dated as of
September 1, 1990 with Chase Manhattan Service Corporation, a New York corporation
(the "Lessor"), and Indiana Michigan Power Company, an Indiana corporation (the
"Lessee").

In consideration of the mutual covenants and agreements hereinafter set
forth, the parties hereto agree as follows:

SECTION 1. Definitions.

For purposes of this Lease, capitalized terms used herein shall have the
meanings assigned to them in Annex 1 hereto, as the same may be amended from t ime to
time (such definitions to be equally applicable to both the singular and plural forms of the
terms defined). Any term defined by reference to an agreement, instrument or other
document shall have the meaning so assigned to it whether or not such document is in
effect. Unless otherwise indicated, references in this Lease to sections, paragraphs,
clauses, appendices, schedules and exhibits are to the same contained in or attached to
this Lease.

SECTION 2. Agreement for Lease of Equipment.

Subject to, and upon all of the terms and conditions of this Lease, Lessor
hereby agrees to lease to Lessee and Lessee hereby agrees to lease from Lessor each Item
of Equipment for the Lease Term.

SECTION 3. Delivery and Acceptance of Equipment.

Lessor shall not be liable to Lessee for any failure or delay in obtaining any
Item of Equipment or making delivery thereof. Upon execution and delivery of a Lease
Supplement substantially in the form attached hereto as Exhibit B by Lessor and Lessee,
the Items described therein shall be deemed to have been delivered to and accepted by
Lessee for all purposes of this Lease, and thereupon shall be subject to all of the terms,
provisions and conditions of this Lease.

Lessee's execution and delivery of a Lease Supplement shall be evidence that
the Items of Equipment listed therein have been subjected to this Lease on the terms
hereof. Lessee's execution and delivery of a Lease Supplement with respect to an Item of
Equipment pursuant to this Section 3 shall conclusively establish that, as between Lessor
and Lessee, but without limiting or otherwise affecting Lessor's or Lessee's rights, if any,
against any other Person, such Item of Equipment is acceptable to and irrevocably
accepted by Lessee under the Lease, notwithstanding any defect with respect to design,
manufacture, condition or any other matter or the failure of any such Item of Equipment
to comply to the specifications applicable thereto or to all applicable United States
Department of Transportation and ICC requirements and specifications,,if any, or to all



standards recommended by the AAR applicable to railroad equipment of the character of
the Equipment as of the date hereof, and that, as between Lessor and Lessee, such Item of
Equipment is in good order and condition.

SECTION 4. Lease Term.

The interim term (the "Interim Term") for each Item of Equipment shall
commence on the Acceptance Date for such Item of Equipment and shall terminate at the
end of the day on December 26, 1990 unless this Lease is sooner terminated with respect
to such Item pursuant to the provisions hereof. The basic term (the "Basic Term") for each
Item of Equipment shall commence on December 27, 1990 (the "Basic Term Commence-
ment Date") for such Item and, unless this Lease is sooner terminated with respect to such
Item (or all Equipment) pursuant to the provisions hereof, shall terminate on December 27,
2005. If not sooner terminated pursuant to the provisions hereof, the Lease Term for each
Item of Equipment shall end on the last day of the Basic Term thereof, or if this Lease is
renewed pursuant to Section 25(a) hereof, on the last day of the last Renewal Term
thereof.

SECTION 5. Return of Equipment.

(a) Return of Equipment Upon Expiration of Term. Upon the expiration
or earlier termination of the Lease Term with respect to each Item of Equipment and so
long as no Default or Event of Default has occurred and is continuing (and provided, in the
case of the expiration of the Lease Term, that Lessee has not exercised its purchase
option under Section 25(b) hereof), Lessee will undertake to deliver possession of each
Item of Equipment to Lessor, at two locations selected by the Lessee in the condition
described below. The location of each such Item shall be specified in a written notice
given by Lessee to Lessor at least thirty (30) days prior to such redelivery (each, a
"Redelivery Location"). Lessee at Lessee's expense and risk shall permit Lessor to store
the Equipment at the Redelivery Locations for a period not exceeding 10 Business Days.
In addition, Lessee will use its best efforts to assist the Lessor in securing storage space at
Lessor's expense and risk for an additional period of time. Any Item of Equipment
delivered to a Redelivery Location shall be deemed to be redelivered hereunder on the
date on which such Item of Equipment shall have been delivered to any Redelivery
Location in the condition described in the following paragraph provided that Lessee has
given the notice set forth above. Subject to the following paragraph, Fixed Rent or
Renewal Rent, as the case may be, with respect to any Item of Equipment so deemed to
have been redelivered shall cease to accrue. Unless an Item of Equipment has been
acquired by Lessee in accordance with this Lease, Lessee shall pay as Supplemental Rent
for each day after the Lease Term that such Item has not been timely delivered or
delivered in the condition required by the following paragraph an amount equal to (i) the
average annual Fixed Rent payment or Renewal Rent payment, as the case may be, which
would have been payable during the Lease Term or the Renewal Term, as the case may be,
had such Item of Equipment been the only Item of Equipment subject hereto for purposes
of determining the Purchase Price of this Equipment, divided by (ii) 365. Any such
Supplemental Rent shall be payable on the date such Item of Equipment shall have been
delivered to such Redelivery Location in the condition required by the following
paragraph.
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At the time of any return, the Items of Equipment so being returned shall be
free and clear of all Liens (except Permitted Encumbrances, it being understood that the
Lessee will promptly and diligently cause any such Permitted Encumbrances (other than
Liens referred to in clauses (i), (iv) and (v) of the definition of Permitted Encumbrances) to
be discharged and, at Lessor's request, Lessee (unless the senior secured indebtedness of
Lessee shall at such t ime be rated at least Investment Grade Quality) shall bond or provide
such other form of security for payment and discharge of such Liens as Lessor may
reasonably request and shall be in the condition required by Sections 9 and 10. Each Item
of Equipment returned to Lessor pursuant to this Section 5 shall (i) be in the condition
required by Section 10, (ii) have attached or affixed thereto any addition, modification or
improvement owned by Lessor as provided in Section 11, (iii) if requested by Lessor, at
Lessee's expense, have removed therefrom any such addition, modification or improvement
which, as provided by Section 11, is owned by Lessee and is not purchased by Lessor
pursuant to Section 11, and (iv) at Lessee's expense, have removed therefrom any logos or
other identification marks. Lessee shall provide to Lessor, with respect to each Item of
Equipment returned to Lessor pursuant to this Section 5, true, correct and complete copies
of all available records, logs and other materials maintained by Lessee in accordance with
Section 10, without further representation or warranty as to the completeness or accuracy
of the information contained therein, except with respect to any such inaccuracy or
incompleteness attributable to Lessee's gross negligence or willful misconduct.

If any Item of Equipment is inspected pursuant to this Section 5 and is
deemed not in the condition required by Section 10, Lessee, at its expense and risk, shall
within 30 days thereafter make such repairs and perform such work as shall be necessary
to place such Item of Equipment in the condition required by Section 10. Lessee will
provide Lessor with notice that such Item of Equipment has been repaired so as to be in
the condition required by Section 10. If Lessee reasonably determines that it cannot
repair an Item of Equipment pursuant to this Section 5 within the period permitted herein,
Lessee may elect to declare an Event of Loss with respect to that Item of Equipment
which such Event of Loss shall be deemed to have occurred on the last day of the Basic
Lease Term or the Renewal Term, as the case may be; provided, that such declaration of
an Event of Loss shall have no effect on or application to the amounts payable by the
Lessee under and pursuant to Section 27 hereof including, without limitation, the amount
of Make Whole Premium due in connection with the termination of this Lease pursuant to
said Section 27. Upon the occurrence of such Event of Loss the Lessee shall pay to the
Lessor an amount equal to that amount which would be due and payable under and pursuant
to Section 15 with respect to such Event of Loss including, without limitation, all accrued
Supplemental Rent due with respect to such Item of Equipment calculated in accordance
with the preceding paragraph.

Upon the request of Lessor, and at Lessor's sole expense, Lessee shall
cooperate with Lessor in obtaining the valid and effective issuance, or, as the case may
be, transfer or amendment of all governmental action necessary or, in the reasonable
opinion of Lessor, desirable for the ownership of the Items of Equipment by Lessor or any
transferee, lessee or assignee thereof.

Not later than 10 Business Days after the redelivery of an Item of Equipment
pursuant to this Section 5, Lessor or its agent may inspect such Item of Equipment to
determine whether such item of Equipment is in the condition required by Section 10. If
Lessor fails to object to the condition of an Item of Equipment during such period, such
Item of Equipment shall be deemed to have satisfied the conditions of Section 10. At any
such inspection, inspectors or surveyors representing both Lessee and Lessor, or an
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inspector or surveyor satisfactory to both sides, shall be present and shall determine and
state the agreed repairs or work necessary to place each Item of Equipment in the
condition required by Section 10. Lessee and Lessor shall bear the cost of their respective
inspectors or surveyors.

Any Item of Equipment not delivered on the date of expiration of the Lease
Term in accordance with the terms of this Section 5, shall continue to be subject to all of
the obligations of Lessee set forth in this Lease. If the Lessee shall, for any reason
whatsoever, fail to return any Item of Equipment at the t ime and in the condition
specified herein, the obligations of Lessee as provided in this Lease shall continue in
effect with respect to such item of Equipment until the Item of Equipment is deemed to
be returned to Lessor; but this paragraph shall not be construed as permitting Lessee to
fail to meet its obligations to return any Item of Equipment in accordance with the
requirements of this Lease or constitute a waiver of an Event of Default.

(b) Return of Equipment upon Default. If the Lessor shall terminate this
Lease pursuant to Section 19 hereof, the Lessee shall forthwith deliver possession of the
Equipment to the Lessor. For the purpose of delivering possession of any Item to the
Lessor as above required, the Lessee shall at its own cost, expense and risk: (i) forthwith
deliver such Items to not more than two (2) locations as the Lessor shall designate, and (ii)
permit the Lessor to store such Item for a period of 360 days and so store at such locations
without charge for insurance, rent or storage, and during such period of storage the Lessee
shall continue to maintain all insurance required by Section 16 hereof.

Each such Item will, when placed in storage, be in the condition required by
Section 10 hereof and the Lessee shall comply as required by the Lessor to enable the
Items to be sold or leased to a third party for use in interchange service under the
Interchange Rules. Lessee agrees that no Item shall be considered to have been returned
under this Section 5(b) until the Lessee has returned such Item in such condition.

The assembling, delivery, storage and transporting of the Equipment as
hereinbefore provided are of the essence of this Lease, and upon application to any court
Of equity having jurisdiction in the premises, the Lessor shall be entitled to a decree
against the Lessee requiring specific performance of the covenants of the Lessee so to
assemble, deliver, store and transport the Equipment.

Without in any way limiting the obligation of the Lessee under the foregoing
provisions of this Section 5(b), the Lessee hereby irrevocably appoints the Lessor as the
agent and attorney of the Lessee, with full power and authority (which power is coupled
with an interest), at any time while the Lessee is obligated to deliver possession of any
Items of Equipment to the Lessor after the occurrence of an Event of Default, to demand
and take possession of such Item in the name and on behalf of the Lessee from
whomsoever shall be at the time in possession of such Item.

SECTION 6. Rent.

(a) Interim Rent. Lessee hereby agrees to pay Lessor Interim Rent for
the use by Lessee of each Item of Equipment during the Interim Term in one installment
payable on December 27, 1990 in an amount equal to .0215111% of the Purchase Price of
such Equipment for each day from and including the Closing Date for such Equipment to
but not including December 27, 1990.
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(b) Fixed Rent. Lessee hereby agrees to pay Lessor Fixed Rent for the
use by Lessee of each Item of Equipment during the Basic Term, in consecutive quarterly
installments, in arrears, due and payable on each Rent Payment Date and continuing until
the expiration or earlier termination of the Basic Term, with each such installment to be
in an amount equal to the product obtained by multiplying (i) the Purchase Price of such
Item of Equipment by (ii) the applicable percentages set forth in Exhibit C attached
hereto. Lessee hereby agrees to pay Lessor Fixed Rent for each Item of Equipment during
each Renewal Term thereof as specified in Section 25(a) hereof.

(c) Supplemental Rent. Lessee also agrees to pay to Lessor, or to
whomever shall be entitled thereto, all Supplemental Rent, as the same shall become due
and owing. Lessee shall also pay to Lessor (and, in the case of payments of Supplemental
Rent payable to other persons hereunder, such other persons) on demand, as Supplemental
Rent, to the extent permitted by applicable law, interest at the Late Rate on any part of
any installment of Interim Rent or Fixed Rent not paid when due at or prior to the t ime
specified for such payment for any period for which the same shall be overdue and on any
payment of Supplemental Rent payable to the Note Purchasers or the Security Trustee and
not paid when due for the period from the due date thereof until the same shall be paid
and at a rate per annum equal to 1% plus the Prime Rate on any payment of Supplemental
Rent payable to the Owner Participant or the Owner Trustee and not paid when due for
the period from the due date thereof until the same shall be paid. The payment or
satisfaction of Lessee's obligation with respect to Fixed Rent or any installment thereof
shall not limit any obligation of Lessee which may have accrued during the Lease Term
with respect to Supplemental Rent. In the event of any failure on the part of Lessee to
pay any such Supplemental Rent hereunder Lessor shall have all rights, powers and
remedies provided for herein or by law or equity or otherwise in the case of nonpayment of
Rent.

(d) Method of Payment. All payments of Inter im Rent, Fixed Rent and
Supplemental Rent required to be made by Lessee to Lessor shall be made by 11.00 A.M.
Wilmington, Delaware time on the date payment is due in United States dollars and in
immediately available funds. If any such date is not a Business Day, then payment shall be
due on the next succeeding Business Day and if paid on such Business Day by 11:00 A.M.
Wilmington, Delaware time, such payment shall be without interest or penalty. In the
event of any assignment pursuant to Section 13(b) hereof, all payments or right to
payments which are properly assigned thereunder, whether Interim Rent, Fixed Rent,
Supplemental Rent or otherwise, shall be paid to such address as shall be designated by
Lessor and any such assignee. All payments of Rent (other than payments with respect to
Excepted Rights in Collateral, which shall be paid to the person entitled thereto) shall be
paid by Lessee to Lessor at its office at 777 Main Street, Hartford, Connecticut 06115,
Attention: Corporate Trust Administration, or as Lessor may otherwise direct from time
to time in writing; provided, that so long as the Security Agreement shall not have been
discharged pursuant to Section 12.4 thereof, Lessor hereby directs, and Lessee agrees, that
all payments of Rent and all other amounts payable to Lessor hereunder (other than
payments with respect to Excepted Rights in Collateral, which shall be paid to the person
entitled thereto) shall be paid directly to the Security Trustee at its office at Rodney
Square North, Wilmington, Delaware 19890, Attention: Corporate Trust Administration,
or as the Security Trustee may otherwise direct, at such time so as to be received by the
Security Trustee prior to 11:00 A.M. Wilmington, Delaware time on the date of payment.
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(e) Minimum Payments. Notwithstanding anything to the contrary
contained herein or in any other Operative Agreement, in all events and irrespective of
any adjustment thereto, (i) the installment of Interim Rent payable on December 27, 1990
shall be at least equal to the amount of accrued interest due and payable on such date in
respect of all Notes then outstanding, (ii) each installment of Fixed Rent payable on each
Rent Payment Date shall be at least equal to the aggregate amount of principal and
accrued interest due and payable on such date in respect of all Notes then outstanding and
(iii) each payment of Stipulated Loss Value and Termination Value (when added to all other
amounts required to be paid by the Lessee under this Lease in respect of any Event of Loss
or termination of this Lease) shall be at least equal to an amount sufficient, as of the date
of payment, to pay in full the principal of and premium, if any, and interest on all Notes
outstanding on and as of such date of payment. Nothing in this Section 6(e) shall be
deemed to constitute a guarantee by Lessee of the indebtedness evidenced by the Notes or
a guarantee of the residual value of any Item of Equipment.

(f) Adjustments to Rent. The percentages for Fixed Rent, Stipulated
Loss Value and Termination Value set forth in Exhibit C, have been calculated in part on
the basis of the Pricing Assumptions. If any such Pricing Assumption proves to have been
incorrect, then such percentages for Fixed Rent, Stipulated Loss Value and Termination
Value shall be adjusted (upward or downward) so as to preserve Owner Participant's Net
Economic Return. Any adjustments pursuant to this Section 6(f) shall (A) satisfy the
provisions of Revenue Procedure 75-28 and any other applicable statutes, regulations,
revenue procedures, revenue rulings or technical information releases relating to the
subject matter of such Revenue Procedure, (B) be made in a manner designed to avoid
application of Section 467(b)(2) of the Code and any regulations thereunder or any other
similar provision of Federal income tax law and not otherwise cause any adverse effect
under any Federal income tax law in effect at the t ime of such adjustment, (C) not cause
the transaction effected pursuant to this Lease to be classified by Owner Participant as
other than a leveraged lease as defined under then current generally accepted accounting
principles for leveraged leases, (D) to the extent possible and not inconsistent with the
foregoing, minimize the net present value cost of the Fixed Rent to Lessee to the extent
the foregoing criteria are met (subject to the requirements of Section 6(e) hereof), and (E)
not adjust the Fixed Rent rates or the Stipulated Loss Values and Termination Values to an
amount less than those Fixed Rent rates and Stipulated Loss Values and Termination
Values required to enable Lessor to satisfy in full its obligations in respect of the Notes.

(g) Computation of Adjustments, (i) Upon the occurrence of an event
requiring adjustments to the percentages for Fixed Rent, Stipulated Loss Value and
Termination Value pursuant to Section 6(f), Owner Participant shall make the necessary
computations on a basis consistent with that used by Owner Participant in the computation
of the percentages for Fixed Rent, Stipulated Loss Value and Termination Value in
connection with the execution and delivery of the Participation Agreement and this Lease,
taking into account only the event giving rise to the adjustments. Subject to paragraph (ii)
of this Section 6(g), such adjustments shall be effective from and including the date Owner
Participant shall have furnished to Lessee a certificate signed on behalf of Owner
Participant by a responsible officer confirming that such adjustments have been properly
computed in accordance with the provisions of this Lease, and shall remain effective until
changed in consequence of any inaccuracy discovered in the course of any verification
procedure conducted pursuant to paragraph (ii) of this Section 6(g).

(ii) Within 30 days after Owner Participant shall have provided Lessee
with a certificate pursuant to paragraph (i) of this Section 6(g), Lessee either shall confirm
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the accuracy of such computation or shall notify Owner Participant that such
computation, and the resulting adjustments proposed by Owner Participant, are
inaccurate. In the latter event, Owner Participant and Lessee agree to submit the matter
to an independent Person acceptable to them, the conclusion of such firm or other Person
as to the proper adjustments shall be conclusive and binding on Lessee, Owner Participant
and Lessor. All expenses incurred by Owner Participant and Lessee in connection with the
verification procedures described in this paragraph (ii) shall be paid by Lessee, unless the
adjustments of the percentages for Fixed Rent proposed by Owner Participant shall exceed
the actual adjustments of such percentages, properly computed and confirmed, by more
than 5%, in which case all such expenses shall be paid by Owner Participant. Each
adjustment of the percentages for Fixed Rent, Stipulated Loss Value and Termination
Value may, but need not (unless requested by Lessee, Lessor or Owner Participant), be
evidenced by the execution and delivery of a supplement to this Lease in form and
substance satisfactory to Lessee, Lessor and Owner Participant, and shall be effective as
provided herein without regard to the date on which such supplement to this Lease is so
executed and delivered. So long as the Lien of the Security Agreement shall remain
outstanding, copies of the certificates, proposed adjustments and final adjustments shall
be forwarded by the Owner Participant to the Security Trustee.

SECTION 7. Net Lease.

This Lease is a net lease and Lessee acknowledges and agrees that Lessee's
obligations hereunder shall be absolute and unconditional under any and all circumstances
and shall be paid without notice or demand and without any abatement, reduction,
suspension, diminution, deferral, setoff, defense, counterclaim or recoupment whatsoever,
including, without limitation, any abatement, reduction, suspension, diminut ion, deferral,
setoff, defense, counterclaim or recoupment due or alleged to be due to, or by reason of,
any past, present or future claims which Lessee may have against Lessor, Owner
Participant, any assignee, Security Trustee, any vendor or manufacturer of the Equipment
or any part or Item thereof, the holders from time to time of the Notes, or any other
Person, either under this Lease or otherwise, for any reason whatsoever; nor, except as
otherwise expressly provided herein, shall this Lease terminate, or the obligations of
Lessee be otherwise affected for any reason whatsoever, including any defect in or
damage to or loss of possession or loss of use of the Equipment or any part or Item
thereof, the condition, design, operation or fitness for use thereof, any damage to, or any
loss or destruction of, the Equipment or any part or Item thereof, any Liens or rights of
others with respect to the Equipment or any part or Item thereof, any prohibition or
interruption of or other restriction against Lessee's use, operation or possession of the
Equipment or any part or Item thereof, or any interference with such use, operation or
possession by any Person or entity (including confiscation, requisition or other taking by
any governmental authority, any person acting under governmental authority or otherwise,
or action of any public or private person, whether by eviction by paramount title or for
any other reason whatsoever), the invalidity or unenforceability or lack of due
authorization of this Lease, or any other Operative Agreement, any defect in the title to,
compliance with plans or specifications for, condition, design or fitness for use of all or
any of the Items of Equipment, any insolvency of or any bankruptcy, reorganization or
other proceeding against Lessee, Lessor or any other person, or for any other cause
whether similar or dissimilar to the foregoing, any present or future law to the contrary
notwithstanding, it being the intention and agreement of the parties hereto, and the basis
of the bargain, that (to the extent permitted by applicable law) Interim Rent, Fixed Rent,
Renewal Rent, Supplemental Rent and other amounts payable by Lessee hereunder shall
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continue to be payable in all events in the manner and at the times herein provided unless
and until the obligation to pay the same shall be terminated pursuant to the express
provisions of this Lease (in the case of any return of the Equipment to the Lessor, any
item of Equipment shall not be deemed to have been returned to the Lessor's possession
until all of the Lessee's obligations with respect to the return thereof have been
performed). To the extent permitted by applicable law, Lessee hereby waives any and all
rights which it may now have or which at any t ime hereafter may be conferred upon it, by
statute or otherwise, to terminate, cancel, quit or surrender this Lease of any of the Items
of Equipment except in accordance with the express terms hereof. Each Interim Rent,
Fixed Rent, Renewal Rent, Supplemental Rent or other payment made by Lessee
hereunder shall be final and Lessee shall not seek to recover all or any part of such
payment (except for any excess payment made in error) from Lessor, Owner Participant,
Security Trustee, or any holder or former holder of a Note for any reason whatsoever.

(ii) Without limiting the generality of the foregoing, Lessee covenants
that it will remain obligated under this Lease in accordance with its terms, and will not
take any action to terminate (except in accordance with the express provisions hereof),
rescind or avoid this Lease for any reason, notwithstanding any insolvency, bankruptcy,
organization or other proceeding affecting Lessor or Owner Participant, or any property of
Lessor or Owner Participant, or any action which may be taken by any receiver, trustee or
liquidator (or other similar official) or by any court.

(iii) Nothing in this Section or in any other provision of this Lease shall
preclude any separate, independent claim (not by way of abatement or reduction of any
amount at any time payable by Lessee hereunder) by Lessee for the breach of any
representation, covenant, undertaking or agreement made herein and in any other
Operative Agreement for the benefit of Lessee by Lessor or Owner Participant.

SECTION 8. Lessor's Title; Equipment to be and Remain Personal Property.

Title to the Equipment shall at all times remain in Lessor and at no time
during the Lease Term shall title become vested in Lessee. This Lease is and is intended
to be a true lease and not a lease intended as security or a lease in the nature of a security
interest. Lessee shall acquire no right, title or interest in or to the Equipment, except the
right to use the same pursuant to the terms of this Lease. It is the intention and
understanding of both Lessor and Lessee that the Equipment shall be and at all times
remain personal property.

SECTION 9. Use of Equipment; Compliance with Laws.

Lessee shall pay all costs, expenses, fees and charges incurred in connection
with the use and operation of the Equipment during the lease thereof. Lessee agrees that
the Equipment will be used and operated solely in the regular course of its business and in
compliance with all statutes, laws, ordinances, rules and regulations of any Federal, state
or local governmental body, agency or authority applicable to the use and operation of the
Equipment. If such laws or rules require any alteration, replacement or addition of or to
any part on any Item of Equipment, Lessee will conform therewith at its own expense.
Lessee agrees not to operate or locate any Item of Equipment, or to suffer any Item of
Equipment to be operated or located, in any area excluded from coverage by any insurance
policy required by the terms of Section 16 hereof or to operate or locate any Item of
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Equipment in such a manner as to violate the terms of any insurance policy required by the
terms of said Section 16, except in the case of a requisition for use by the United States
Government where Lessee (or any sublessee) has obtained, prior to the operation or
location of the Item of Equipment in such area, indemnification or insurance in lieu of
such indemnification from the United States Government against the risks and in the
amounts required by, and in compliance with, Section 16 hereof covering such area.

Lessee shall procure and maintain in effect all licenses, registrations,
certificates, permits, approvals and consents required by Federal, state or local laws or by
any governmental body, agency or authority in connection with the use and operation of
each Item of Equipment, including any instruments required by the AAR. Notwithstanding
the foregoing sentence, however, Lessee will cause this Lease and the Bill of Sale to be
filed and recorded with the Interstate Commerce Commission ("ICC") in accordance with
Section 20c of the Interstate Commerce Act, and will do and perform any other act and
will execute, acknowledge, deliver, file, register, record (and will refile, reregister,
deposit and redeposit or rerecord whenever required) this Lease and any and all
amendments or supplements to this Lease, or otherwise with respect to or including any
other Operative Agreement, in connection with any assignment or sublease pursuant to
Section 13(a) or otherwise, any financing statements or similar instruments, and any and
all further instruments required by law or reasonably requested by Lessor, for the purpose
of protecting Lessor's title to any Item of Equipment to the satisfaction of Lessor and
Lessor's counsel or for the purpose of carrying out the intention of this Lease, including,
without limitation, any such filings and recordings as shall be necessary to evidence any
change in name of Lessee or Lessor, or any merger or consolidation thereof. Lessee will
pay all costs, charges and expenses incident to any such filing, refiling, recording and re-
recording or depositing and redepositing of any such instruments or incident to the taking
of such action. This Lease shall be filed and recorded with the ICC prior to the delivery
and acceptance hereunder of any Item.

The Equipment will at all times during the Lease Term be and remain in the
possession and control of Lessee, subject to the terms of Section 13(a) hereof. Lessee
shall operate the Equipment and permit the Equipment to be located only in the
continental United States. Lessee shall not use and will not permit any other person to use
any Equipment or allow the same to be used for any unlawful purpose. Lessee shall use
and operate the Equipment or cause it to be used and operated only by personnel
authorized by Lessee, and Lessee shall use every reasonable precaution to prevent loss or
damage to each Item of Equipment from fire and other hazards. Lessee shall use the
Equipment only in the manner for which it was designed and intended and so as to subject
it only to ordinary wear and tear; provided, that the Lessee shall not, except with respect
to the transportation of coal, use the Equipment and shall not permit the Equipment to be
used to transport or store hazardous or toxic substances or materials or other substances
or materials containing or contaminated by hazardous or toxic substances or materials.
Lessee shall use the Equipment together with all other railcars owned or leased by Lessee
in a rotational manner which shall attempt to equalize the wear and tear on all such
equipment so that no one Item of Equipment is used or employed in a disproportionate
manner or amount of time in relation to all other railcars owned or leased by Lessee.
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SECTION 10. Maintenance and Repair of Equipment.

Lessee shall, at its own expense, (i) keep the Equipment in satisfactory
repair, condition and working order consistent with accepted industry practice, and as
otherwise may be required by any insurance policies maintained pursuant to Section 16 or
to enforce warranty claims against each vendor and manufacturer of each Item of
Equipment, ordinary wear and tear excepted; (ii) maintain the Equipment in accordance
with the standards then in effect under the Interchange Rules of the AAR (the
"Interchange Rules"), and at least equal to the standards of maintenance which Lessee
performs on similar equipment owned or leased by Lessee; (iii) maintain all records, logs
and other materials required by the AAR or the United States Department of
Transportation (to the extent that the Department of Transportation shall have
jurisdiction over Items of Equipment or Lessee) or any other governmental authority
having jurisdiction over the Items of Equipment or Lessee, to be maintained in respect of
each Item of Equipment, (iv) comply with all requirements of law applicable to the
maintenance and condition of the Equipment. In addition to the foregoing, Lessee agrees
that, at its cost and expense prior to the twenty-fifth anniversary of the manufacture of
any Item of Equipment, such Item will be rebuilt in order to meet the mechanical
requirements for rebuilt cars as listed in Sections B and D of the AAR Office Manual and
Sections A and B of the AAR Field Manual as required in AAR Rule 88 (as of June 4,
1990), and will be inspected and approved by the Mechanical Division, and approved by the
Transportation Division, of the AAR and thereby receive official rebuilt status recognition
pursuant to such AAR Rule 88. Each Item of Equipment shall be identified as having
undergone such rebuilding.

SECTION 11. Replacements; Alterations; Modifications.

(a) Lessee shall make all alterations, modifications, additions or
attachments deemed necessary by any Federal, state or local governmental agency for the
continued usefulness of the Equipment. Lessee may, at its sole expense, make other
alterations, modifications, additions or attachments to the Equipment so long as the value
and general usefulness of the Equipment is not reduced thereby and so long as such
alterations, modifications, additions or attachments do not cause such Items to become a
limited use property within the meaning of Revenue Procedure 76-30, 1976-2 C.B. 647 (or
such other successor tax provision). So long as no Event of Default has occurred and is
continuing, and so long as the value and usefulness of the Equipment (exclusive of any such
alterations, modifications, additions or attachments) is not reduced thereby, any such
alteration, modification, addition or attachment, which was paid for by Lessee and not
reimbursed or otherwise compensated for by Lessor, shall remain the property of Lessee
and may (subject to the last two sentences of this Section ll(a)), be removed by Lessee
prior to return of the Equipment pursuant to Section 5 hereof. If any alteration,
modification, addition or attachment to an Item of Equipment (i) is a replacement of
existing parts constituting part of the Items of Equipment, (ii) was made in the course of
ordinary and proper maintenance of the Items of Equipment, (iii) is required by Federal,
state or local law in order to permit the continued usefulness of the Equipment; or (iv)
cannot physically be removed without damage to the Equipment, it shall become the
property of Lessor, and shall be subject to all the terms of this Lease. Upon termination
of this Lease, Lessor shall have the option to purchase from Lessee any alterations,
modifications, additions or attachments to any Item of Equipment not described in the
preceding sentence at the fair market sales value of such alterations, modifications,
additions or attachments, as the case may be.
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(b) Warranty Rights and Payments. Lessor shall assign or otherwise make
available to Lessee all of its rights under any vendor's or manufacturer's warranty
(excluding any warranty of title) on any Item of Equipment. Any payments made by any
such vendor or manufacturer pursuant to such warranty for any Item of Equipment shall be
payable to Lessee so long as no Default or Event of Default shall have occurred and be
continuing and after the occurrence and continuance of a Default or an Event of Default
shall be paid to the Security Trustee so long as the Lien of the Security Agreement shall
not have been discharged and thereafter shall be paid to the Lessor. Such payment is to be
used to repair or replace damaged components in accordance with this Section 11, if
feasible, and if not used, such amount shall be paid promptly to Lessor.

SECTION 12. Identification Marks; Inspection.

Lessee agrees, at Lessee's cost and expense, to place markings on the
Equipment by stencil or by a metal tag or plate affixed thereto showing Lessor's title
thereto and ownership thereof and the Security Trustee's interest therein; provided,
however, that such identification markings are to be placed so as not to interfere with the
usefulness and utility of such Item of Equipment. If during the Lease Term any such
identification marking shall be defaced or destroyed, Lessee shall cause such defaced or
destroyed identification marking to be restored or replaced. Lessee will cause each Item
of Equipment to be kept numbered with the road number and serial number as shall be set
forth in any Lease Supplement hereto extending this Lease to cover such Item of
Equipment. Lessee shall not allow the name of any other Person to be placed on any Item
of Equipment as a designation that might be identified as a claim of ownership or any
other interest therein; provided, that nothing herein contained shall prohibit Lessee or its
permitted sublessees from placing its customary colors and insignia on any Item of
Equipment or from naming each Item of Equipment. Lessee will not change the
identification number of any Item of Equipment unless and until (i) a statement of a new
number or numbers to be substituted therefor shall have been delivered to Security
Trustee and Lessor and filed, recorded and deposited by Lessee in all appropriate public
offices, including the public offices where this Lease and the Security Agreement shall
have been filed, recorded and deposited, and (ii) Lessee shall have furnished Lessor and
Security Trustee an opinion of counsel in form and substance reasonably satisfactory to
them to the effect that such statement has been so filed, recorded and deposited and that
such filing, recordation and deposit will protect Lessor's interest in such Items of
Equipment and the Security Interest of the Security Trustee under the Security
Agreement. Upon the reasonable request of Lessor, Lessee shall make the Equipment
available to Lessor for inspection and shall also make Lessee's records pertaining to the
Equipment reasonably available to Lessor for inspection, it being understood and agreed
that Lessor shall have no obligation to make such inspection and shall incur no liability for
failure to do so. During the continuance of a Default or an Event of Default, such
inspection shall be at Lessee's expense.

SECTION 13. Assignments and Subleases.

(a) By Lessee. Lessee will not, without the prior written consent of
Lessor, assign its lease of any Item of Equipment, or transfer or encumber its rights or
obligations hereunder, and any attempted assignment, transfer or encumbering by Lessee
shall be null and void; provided, however, subject to the receipt of any necessary
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regulatory approvals, Lessee may so long as no Default or Event of Default shall have
occurred and be continuing assign its lease of any Item of Equipment to an Affil iate which
is a "public utility company" within the meaning of the Public Util i ty Holding Company
Act of 1935 or a "public utility" within the meaning of the Federal Power Act without the
prior consent of Lessor if Lessee gives written notice and a copy of such assignment to
Lessor within 4,5 days after such assignment; provided, further, subject to the receipt of
any necessary regulatory approvals, Lessee may may so long as no Default or Event of
Default shall have occurred and be continuing without the prior consent of Lessor,
sublease any Item of Equipment to any Affiliate, railroad company or other Person for a
period not to exceed 270 days in accordance with customary industry practice so long as
such assignment-or sublease does not cause the Items of Equipment to be "tax-exempt use
property" within the meaning of Section 168(h)(i) of the Code and so long as such
assignment or sublease does not extend beyond the end of the Lease Term. Any such
sublease or assignment shall be subject to Ml the terms and conditions of this Lease and
Lessee's obligations hereunder shall continue in full force and effect as the obligations of a
principal and not of a surety irrespective of such sublease or assignment. Each sublease or
assignment permitted by this paragraph shall be expressly subject and subordinate to all of
the provisions of this Lease and to the rights and remedies of the Security Trustee under
the Security Agreement and Lessor under this Lease in respect of the Items of Equipment
covered by such sublease or assignment.

(b) Transfers by Lessor or Owner Participant. Lessor and Owner
Participant shall not be entitled to transfer their respective interests in this Lease and the
Trust Estate other than the assignment of this Lease by the Lessor to the Security Trustee
pursuant to the Security Agreement except in compliance with Section 3.12 of the Trust
Agreement, with respect to Lessor, and Section 3.6(d) of the Participation Agreement,
with respect to Owner Participant. No such transfer by Lessor or Owner Participant shall
interfere with Lessee's rights under this Lease with respect to Lessee's use of the Items of
Equipment. Lessee shall provide such information concerning the location of the
Equipment as Lessor may reasonably request in connection with any such transfer.

Upon written notice by Lessor to Lessee of any such sale or assignment,
Lessee shall thereafter make payments of all Fixed Rent and other sums due hereunder to
the party specified in such notice and such payments shall discharge the obligation of
Lessee to Lessor hereunder to the extent of such payments. Lessee shall be under no
obligation to any assignee of Lessor, except upon written notice of such assignment to
Lessee. Lessee hereby acknowledges and consents to the security interest and other rights
and interests granted to the Security Trustee pursuant to the Security Agreement. Such
notice is hereby given of the assignment of this Lease and all Rent and other payments to
be made to the Lessor hereunder to the Security Trustee under and pursuant to the
Security Agreement, and the Lessee agrees to make all payments of Rent in accordance
with the provisions of Section 6(d). Upon any such sale or assignment under this Section
13(b), Lessee shall not be required to execute any documents in connection therewith other
than a form of acknowledgment, any required Uniform Commercial Code Financing
Statements or any filings required by the ICC or AAR. Any expenses incurred in
connection with any such sale or assignment shall be borne solely by Lessor. Lessee shall
not be required to prepare any documents in connection with any such sale or assignment.
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SECTION 14. Liens.

Assuming that the Lease has been filed with the ICC, Lessee represents and
warrants to Lessor that at the t ime an Item of Equipment is accepted by it under the
Lease, such Item will be free and clear of all Liens except Permitted Encumbrances.
Lessee will not create, incur, assume or suffer to exist any Lien on or with respect to the
Equipment or any part or Item thereof, Lessor's title thereto, or any interest therein,
except Permitted Encumbrances. Lessee, at its own expense, will pay, satisfy and
otherwise take such actions as may be nece'ssary to keep the Equipment free and clear of,
and to duly discharge or eliminate or bond in a manner satisfactory to Lessor, any such
Lien other than Permitted Encumbrances if the same shall arise at any t ime during the
Lease Term. Lessee will notify Lessor upon becoming aware of any tax or other Lien
(other than any Lien excepted above) that shall attach to the Equipment or any Item of
Equipment.

SECTION 15. Loss, Damage or Destruction.

(a) Risk of Loss, Damage or Destruction. Lessee hereby assumes all risk
of loss, damage, theft, taking, destruction, confiscation or requisition, partial or complete,
of or to each Item of Equipment, however caused or occasioned, such risk to be borne by
Lessee with respect to each Item of Equipment from the Acceptance Date, and continuing
until the expiration or early termination of the Lease Term. Lessee shall promptly notify
Lessor of any loss or casualty damage (other than any such loss or damage which
constitutes an Event of Loss) to any Item or Items of Equipment where such loss or
damage is estimated to exceed the amount of self-insurance or deductible amount
maintained by the Lessee pursuant to and in accordance with Section 16 hereof. Lessee
shall, within 90 days of notifying Lessor of such loss or casualty damage, notify Lessor
that Lessee intends to repair such Item or Items of Equipment and provide Lessor wi th an
estimated cost and t ime f rame with.respect to such repairs.

(b) Payment of Stipulated Loss Value Upon an Event of Loss. If an Event
of Loss occurs with respect to an Item or Items of Equipment during the Lease Term,
Lessee shall, within thirty (30) days after the occurrence of such Event of Loss, inform
Lessor and Owner Participant in regard thereto and Lessee shall, on the Rent Payment
Date next following the date of such Event of Loss, pay (i) the greater of (a) Stipulated
Loss Value for such Item (computed as of such Rent Payment Date) or (b) the sum of (I)
Stipulated Loss Value for such Item (computed as of such Rent Payment Date) plus (II) 50%
of the excess of (A) the settlement amount for such Item determined in accordance with
Rule 107 of the Field Manual of the Interchange Rules of the AAR (or any successor
procedure for the settlement for cars destroyed in interchange service) over (B) Stipulated
Loss Value for such Item, plus (ii) the Fixed Rent and any Supplemental Rent due for such
Item or Items of Equipment on such Rent Payment Date, plus (iii) all accrued and unpaid
Fixed Rent and any Supplemental Rent owing for such Item or Items of Equipment through
any prior Rent Payment Date. So long as no Default or Event of Default has occurred and
is continuing, any payments received by Lessor or by Lessee from any insurer or other
party (except Lessee) as a result of the occurrence of such Event of Loss will be applied in
reduction of Lessee's obligation to pay the foregoing amounts, if not already paid by
Lessee, or, if already paid by Lessee, will be applied to reimburse Lessee for its payment
of such amount, and any such payments in excess of the amounts described in clause (i)(b)
(II)(A) of the first sentence of this Section 15(b) shall be paid to or retained by Lessor, and
after the occurrence and continuance of a Default or an Event of Default such payments
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shall be paid to the Security Trustee so long as the Lien of the Security Agreement shall
not have been discharged and thereafter shall be paid to the Lessor. Upon payment in full
of the amounts described in the first sentence of this Section 15(b), (A) the obligation of
Lessee to pay Fixed Rent hereunder with respect to such Item or Items of Equipment for
all Rental Periods commencing after the date of the payment of such amounts shall
terminate and the Lease Term of such Item or T.ems shall thereupon terminate, (B) Lessee
shall request the Lessor to execute a release with respect to such Item or Items of
Equipment releasing such Equipment from the Lease and shall request the Lessor to
request the Security Trustee, so long as the Lien of the Security Agreement remains
undischarged, to execute a release with respect to such Item or Items of Equipment
releasing such Equipment from the Lien of the Security Agreement and (C) Lessee shall, as
agent for Lessor, as soon as practicable, dispose of such Item or Items of Equipment in a
manner reasonably acceptable to Lessor.

(c) .Application of Payments Not Relating to an Event of Loss. So long as
no Default or Event of Default shall have occurred and be continuing, any payments
(including, without l imitat ion, insurance proceeds) received at any time by Lessor or
Lessee from any governmental authority or other party with respect to any loss or damage
to any Item or Items of Equipment not constituting an Event of Loss, will be applied
directly in payment of repairs or for replacement of property in accordance with the
provisions of Section 11, 12 and 16 hereof, if not already paid by Lessee, or if already paid
by Lessee, shall be applied to reimburse Lessee for such payment, and any balance
remaining after compliance with said Sections with respect to such loss or damage shall be
retained by Lessor, and after the occurrence and continuance of a Default or an Event of
Default such payments shall be paid to the Security Trustee so long as the Lien of the
Security Agreement shall not have been discharged and thereafter shall be paid to the
Lessor. Lessee's obligation to pay all installments of Rent and other sums shall continue
for the duration of such requisitioning or taking unless and unti l the same shall become an
Event of Loss.

SECTION 16. Insurance.

Lessee will cause to be carried and maintained, at its sole expense, with
respect to the Equipment, (a) physical damage insurance insuring against physical loss or
damage to the Equipment, in an amount equal to the lower of (1) the full insurable value of
the Equipment, and (2) the Stipulated Loss Value of the Equipment, and (b) insurance
against liability for bodily injury, death and property damage resulting from the use,
operation, ownership and possession of the Equipment in an amount not less than
$10,000,000 per occurrence.

Such insurance policies shall: (i) name and insure the Lessor, in its individual
and trust capacities, Owner Participant, Security Trustee and each holder of a Note as
additional insureds under the comprehensive public liability insurance and under the
property insurance, shall insure the Security Trustee or, in the event the Lien of the
Security Agreement has been discharged, the Lessor, as sole loss payee under a standard
loss payee clause satisfactory to the Security Trustee or the Lessor, as the case may be,
(ii) with respect to property insurance, provide insurer's waiver its right of subrogation,
set-off or counterclaim or any other deduction, whether by attachment or otherwise, in
respect of any liability against any additional insured except for claims as shall arise from
the willful misconduct or gross negligence of such additional insured, (iii) with respect to
property insurance, provide that such insurance as to the interest of the Lessor, Owner
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Participant, Security Trustee and each holder of a Note shall not be invalidated by any
action or inaction of Lessee or any other Person (other than such claimant), regardless of
any breach or violation of any warranty, declaration or condition contained in such policies
by the Lessee or any other Person (other than such claimant), (iv) with respect to property
insurance, provide that all such insurance is primary without right of contribution from
any other insurance which might otherwise be maintained by the Lessor or any assignee
under Section 13(b) and shall expressly provide that all provisions except the l imits of
liability, shall operate in the same manner as if there were a separate policy covering each
such additional insured, (v) provide therein or by endorsement that thirty (30) days prior
written notice of expiration, cancellation or modification shall be given to the Lessor,
Owner Participant, Security Trustee and each holder of a Note and shall provide that such
cancellation, change or modification shall not be effective during such 30 day period as to
any of the Lessor, Owner Participant, Security Trustee and each holder of a Note, and (vi)
provide that no additional insured shall have any obligation or liability for premiums in
connection with such insurance.

Lessee shall furnish the Lessor, Owner Participant, Security Trustee and
each holder of a Note with certificates or other satisfactory evidence of maintenance of
the insurance so required and shall furnish binders or other formal confirmation reasonably
acceptable to the Lessor evidencing renewals thereof as soon as practicable but in no
event later than three (3) Business Days prior to such renewal and certificates of insurance
within thirty (30) days after such renewal is effected or the expiration date of the original
policy or policies, as the case may be. All other terms of insurance shall be in accordance
with such insurance carried by Lessee or its Affi l iates with respect to other railcars in its
fleet.

If the loss covered by said physical damage insurance is less than $2,500,000,
the proceeds of such insurance shall be payable to Lessee provided that no Default or
Event of Default shall have occurred and be continuing and after the occurrence and
continuance of a Default or an Event of Default such proceeds shall be paid to the
Security Trustee so long as the Lien of the Security Agreement shall not have been
discharged and thereafter shall be paid to the Lessor. If such loss equals or exceeds
$2,500,000, the proceeds of such insurance shall be payable to the Security Trustee or, in
the event that the Lien of the Security Agreement has been discharged, the Lessor
provided that the Security Trustee or the Lessor, as the case may be, shall, so long as no
Default or Event of Default has occurred or is continuing, remit all such insurance
proceeds to Lessee at such t ime as Lessee either (i) provides Lessor evidence that the
damage has been repaired and the Equipment has been restored to good working order and
condition or (ii) has paid to Lessor or Security Trustee, as the case may be, the amounts
otherwise due to Lessor on loss of such Equipment pursuant to Section 15(b) hereof.
Lessee's obligation to maintain insurance with respect to any Item of Equipment shall
commence on the Acceptance Date of such Item of Equipment and shall run until the
earliest to occur of (x) the date on which such Item of Equipment is sold, pursuant to
Section 19 hereof, (y) the termination of this Lease with respect to such Items of
Equipment pursuant to and in accordance wi th Section 27 hereof, or (z) the return of the
Equipment to the Lessor in accordance wi th Section 5 hereof. Upon the execution and
delivery of this Lease, certificates of the insurance coverage required by this Section 16
shall be delivered by Lessee to Lessor. Lessee covenants that it will not use or operate or
permit the use or operation of any Item of Equipment at any t ime when the insurance
required by this Section 16 is not in force with respect to such Item of Equipment and will
not use the Equipment in a manner which would violate the terms and provisions of such
insurance policies. If Lessee shall fail to cause the insurance required under this Section
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16 to be carried and maintained, Lessor may provide such insurance and Lessee shall
reimburse Lessor upon demand for the cost thereof as Supplemental Rent hereunder. So
long as no Event of Default has occurred and is continuing, Lessee may self-insure or
maintain deductible provisions for the first $2,500,000 of the coverages specified in
clauses (a) and (b) of the first sentence of this Section 16.

Nothing in this Section 16 shall prohibit Lessor, Owner Participant, Security
Trustee or a holder of a Note from obtaining insurance for its own account and any
proceeds payable thereunder shall be as provided in the insurance policy relating thereto;
provided that no such insurance may be obtained that would l imit or otherwise adversely
affect the coverage of any insurance to be obtained or maintained by Lessee pursuant to
this Section 16.

SECTION 17. NO WARRANTIES.

LESSEE LEASES THE EQUIPMENT AS-IS, WHERE-1S, WITH ALL FAULTS,
AND IN WHATEVER CONDITION IT MAY BE. NEITHER LESSOR, NOT BEING THE
MANUFACTURER OR VENDOR OF THE EQUIPMENT, NOR O W N E R PARTICIPANT NOR
SECURITY TRUSTEE MAKES OR HAS MADE OR SHALL BE DEEMED TO MAKE OR
HAVE MADE, ANY REPRESENTATION OR WARRANTY, EITHER EXPRESSED OR
IMPLIED, AS TO ANY MATTER WHATSOEVER, INCLUDING, WITHOUT LIMITATION,
THE DESIGN, OPERATION OR CONDITION OF THE EQUIPMENT, ITS
MERCHANTABILITY, VALUE, DURABILITY, SUITABILITY OR ITS FITNESS FOR ANY
PARTICULAR USE OR PURPOSE, LESSOR'S TITLE THERETO, LESSEE'S RIGHT TO THE
QUIET ENJOYMENT THEREOF, THE QUALITY OF THE MATERIAL OR WORKMANSHIP
OF THE EQUIPMENT, OR THE CONFORMITY OF THE EQUIPMENT TO THE
PROVISIONS AND SPECIFICATIONS OF ANY PURCHASE ORDER OR ORDERS
RELATING THERETO, AND EACH OF LESSOR, OWNER PARTICIPANT AND SECURITY
TRUSTEE HEREBY DISCLAIMS ANY SUCH REPRESENTATION OR W A R R A N T Y (WHICH
DISCLAIMER LESSEE HEREBY ACKNOWLEDGES). WITHOUT LIMITING THE
GENERALITY OF THE FOREGOING, NEITHER LESSOR NOR OWNER PARTICIPANT
NOR SECURITY TRUSTEE SHALL BE LIABLE OR RESPONSIBLE FOR ANY DEFECTS,
EITHER PATENT OR LATENT (WHETHER OR NOT DISCOVERABLE BY LESSEE), IN
THE EQUIPMENT, OR FOR ANY DIRECT OR INDIRECT DAMAGE TO PERSONS OR
PROPERTY RESULTING THEREFROM, OR FOR LESSEE'S LOSS OF USE OF THE
EQUIPMENT OR FOR ANY INTERRUPTION IN LESSEE'S BUSINESS CAUSED BY
LESSEE'S INABILITY TO USE THE EQUIPMENT FOR ANY REASON WHATSOEVER, ALL
OF WHICH ITEMS OF EQUIPMENT WERE SELECTED BY LESSEE ON THE BASIS OF ITS
OWN JUDGMENT WITHOUT RELIANCE UPON ANY STATEMENTS, REPRESENTATIONS
OR WARRANTIES MADE BY OWNER TRUSTEE, OWNER PARTICIPANT OR SECURITY
TRUSTEE, IT BEING AGREED THAT ALL SUCH RISKS, AS BETWEEN LESSOR,
WHETHER IN ITS INDIVIDUAL CAPACITY OR AS TRUSTEE, OWNER PARTICIPANT,
SECURITY TRUSTEE AND THE HOLDER OF ANY NOTE ON THE ONE HAND AND
LESSEE ON THE OTHER HAND, ARE TO BE BORNE BY LESSEE.

Neither Lessor, Owner Participant nor Security Trustee shall have any
responsibility or liability to Lessee or any other person with respect to any of the
following: (i) any liability, loss or damage caused or alleged to be caused directly or
indirectly by any Item of Equipment or by any inadequacy thereof or deficiency or defect
therein or by any other circumstances in connection therewith; (ii) the use, operation or
performance of any Item of Equipment or any risks relating thereto; (iii) any interruption
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of service, loss of business or anticipated profits or consequential damages; or (iv) the
delivery, operation, servicing, maintenance, repair, improvement or replacement of any
Item of Equipment. Lessee's delivery of a Lease Supplement relating to an Item of
Equipment shall be conclusive evidence as between Lessee and Lessor that such Item of
Equipment is in all respects satisfactory to Lessee, and Lessee will not assert any claim of
any nature whatsoever against Lessor, Owner Participant or Security Trustee based on any
of the foregoing matters.

So long as an Event of Default shall not have occurred and be continuing, and
so long as the Equipment' shall be subject to this Lease and Lessee shall be entitled to
possession of the Equipment hereunder, Lessor authorizes Lessee, at Lessee's expense, to
assert for Lessor's account, all rights and powers of Lessor under any manufacturer's,
vendor's or dealer's warranty on the Equipment or any part thereof; provided, however,
that Lessee shall indemnify, protect, save, defend and hold harmless Lessor from and
against any and all claims, and all costs, expenses, damages, losses and liabilities incurred
or suffered by Lessor in connection therewith, as a result of, or incident to, any action by
Lessee pursuant to the foregoing authorization, and that Lessee shall provide Lessor with
prior written notice of any action Lessee proposes to take on Lessor's behalf pursuant to
the foregoing authorization.

SECTION 18. Events of Default.

Any of the following events shall constitute an Event of Default:

(a) Lessee shall fail to make any payment of Interim Rent or Fixed Rent
within five (5) Business Days after the same is due and payable or any Supplemental
Rent within ten (10) Business Days after receipt of written notice by Lessee; or

(b) Lessee shall fail to observe or perform any of the covenants or
agreements of Lessee set forth in the first and second paragraphs of Section 16, the
first sentence of Section 5, or the last sentence of Section 10 hereof; or

(c) any representation or warranty made by Lessee herein, or in any
Lessee Agreement (other than the Tax Indemnification Agreement) or any
certificate furnished in connection herewith or therewith shall prove to have been
incorrect in any material respect when such was made and shall remain material
and materially incorrect at the time in question, unless the fact, circumstance or
condition that is the subject of such representation or warranty is made true within
30 days after notice thereof shall have been given to Lessee; or

(d) Lessee shall fail to perform or observe any covenant, condition, or
agreement to be performed or observed by it under any Lessee Agreement, or in
any agreement or certificate furnished in connection herewith, and such fai lure
shall continue unremedied for thirty (30) days after receipt of written notice by
Lessee specifying such failure and demanding the same to be remedied; provided
that, no such default shall be deemed an Event of Default if (i) such default is
curable but cannot be cured within such thirty (30) day period, and (ii) Lessee is
diligently pursuing such cure and effects such cure within 360 days of the date of
such default or before the last day of the Lease Term, whichever shall occur first;
or
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(e) Lessee becomes insolvent (however such insolvency may be evidenced)
or admits insolvency or bankruptcy or its inability to pay its debts as they mature,
makes an assignment for the benefit of creditors or applies for or consents to the
appointment of a custodian, trustee or receiver for Lessee, or for the major part of
its property or commences a voluntary case under any applicable bankruptcy,
insolvency or other similar law now or hereafter in effect; or

(f) a proceeding shall have been instituted in a court having jurisdiction
in the premises, seeking a decree or order (i) for relief in respect of Lessee in an
involuntary case under any applicable bankruptcy, reorganization, insolvency or
other similar law now or hereafter in effect or (ii) for the appointment of a
custodian, receiver, trustee or similar official of Lessee or of its property, or (iii)
for the winding up or liquidation of the affairs of Lessee, and either (I) any such
proceeding shall remain undismissed or unstayed and in effect for a period of 60
consecutive days or (II) such court shall enter a decree or order granting the relief
sought in such proceeding or Lessee shall consent to such entry.

SECTION 19. Remedies Upon Default.

Upon the occurrence of any Event of Default, Lessor may exercise one or
more of the following remedies as Lessor in its sole discretion shall elect:

(a) Lessor may terminate this Lease, without prejudice to any other
remedies of Lessor hereunder, with respect to all or any Item of Equipment, and
may enter the premises of Lessee to' take immediate possession of the Equipment
and remove all or any Item of Equipment by summary proceedings or otherwise, or
may cause Lessee, at Lessee's expense, to surrender and deliver possession of the
Equipment or such Item in the same manner as provided in Section 5 hereof;

(b) Lessor may hold, keep idle or lease to others the Equipment or any
Item of Equipment, as Lessor in its sole discretion may determine, free and clear of
any rights of Lessee and without any duty to account to Lessee with respect to such
action or inaction or for any proceeds with respect thereto, except that Lessee's
obligation to pay Fixed Rent for any Rental Periods commencing after Lessee shall
have been deprived of possession pursuant to this Section 19 shall be reduced by the
net proceeds, if any, received by Lessor from leasing the Equipment or such Item to
any Person other than Lessee for the same Rental Periods or any portion thereof;

(c) Lessor may sell the Equipment or any Item of Equipment at public or
private sale as Lessor may determine, free and clear of any rights of Lessee, and
Lessee shall pay to Lessor, as liquidated damages for loss of a bargain and not as a
penalty (in lieu of the Fixed Rent due for the Equipment so sold for any Rental
Period commencing after the date on which such sale occurs), all unpaid Fixed Rent
payable for all Rental Periods up to and including the Rental Period in which such
sale occurs, plus an amount equal to the excess, if any, of (i) the Stipulated Loss
Value of the Equipment so sold, computed as of the Rent Payment Date coincident
with or next following the date of such sale, over (ii) the net proceeds of such sale;

(d) Lessor, by written notice to Lessee, may demand that Lessee pay to
Lessor, and Lessee shall pay to Lessor, as liquidated damages for loss of a bargain
and not as a penalty (in lieu of the Fixed Rent due for any Item(s) of Equipment for
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any Rental Period commencing after the Event of Default and in lieu of the
exercise by Lessor of its rights under such subsection (c) above with respect to the
same Item(s) of Equipment), all unpaid Fixed Rent payable therefor for all Rental
Periods up to and including the Rental Period in which the Event of Default occurs,
plus whichever of the following amounts Lessor, in its sole discretion, shall specify
in such notice: (i) an amount, with respect to each Item of Equipment, equal to the
excess, if any, of the Fixed Rent payable for such Item of Equipment for the
remainder of the then current Lease Term, over the fair market rental value of
such Item of Equipment for the remainder of the then current Lease Term, after
discounting such excess to present worth as of the payment date specified in such
notice at ~the interest rate of the Notes(s); or (55) an amount, with respect to each
Item of Equipment, equal to the excess, if any, of the Stipulated Loss Value of such
Item of Equipment computed as of the Rent Payment Date coincident with or next
following the Event of Default, over the fair market sales value of the Equipment
as of the said date;

(e) Lessor may proceed by appropriate court action to enforce the terms
hereof or to recover damages for the breach hereof or to rescind this Lease; and

(f) Lessor may exercise any other right or remedy which may be
available to it under applicable law.

For the purpose of subsection (d) above, the "fair market rental value" or the
"fair market sales value" of the Equipment shall mean such value as has been determined
by an independent qualified appraiser, selected by Lessor and reasonably acceptable to
Lessee and the cost of any such appraisal shall be borne by Lessee.

No remedy referred to in this Section 19 is intended to be exclusive, but
each shall be cumulative and may be exercised concurrently or consecutively and shall be
in addition to any other remedy referred to above or otherwise available to Lessor at law
or in equity, and the exercise in whole or in part by Lessor of any one or more of such
remedies shall not preclude the simultaneous or later exercise by Lessor of any or all such
other remedies. Lessee hereby waives any mandatory requirements of law, now or
hereafter in effect, which might l imit or modify the remedies herein provided, to the
extent that such waiver is effective under applicable law. Lessee hereby waives any and
all existing or future claims to any offset against the rent payments due hereunder, and
agrees to make such payments regardless of any offset or claim which may be asserted by
Lessee or on its behalf. Except as otherwise provided in this Lease, Lessee, to the full
extent effective under applicable law, hereby waives all statutory or other legal
requirements for any notice of any kind, any other requirements with respect to the
enforcement of Lessor's rights under this Lease and any and all rights of redemption. No
waiver by Lessor of any Event of Default hereunder shall in any way be, or be construed to
be, a waiver of any future or subsequent Event of Default.

In addition, the Lessee shall be liable for any and all unpaid Rent due
hereunder before or during the exercise of any of the foregoing remedies and for all
reasonable legal fees and other costs and expenses incurred by reason of the occurrence of
any Default or Event of Default or the exercise of the Lessor's remedies with respect
thereto, including without limitation, the repayment in full of any costs and expenses
necessary to be expended in repairing or modifying any Item in order to cause it to be in
compliance with all maintenance and regulatory standards imposed by this Lease.
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Upon the date of termination of this Lease by Lessor pursuant to Sec-
tion 19(a), Lessee shall, without expense to the Lessor, promptly redeliver the Items of
Equipment or cause the Items of Equipment to be redelivered, to the Lessor with all
reasonable dispatch, in the same manner and in the same condition as if such Items of
Equipment were being redelivered on the last day of the Lease Term in accordance with
the provisions of Section 5, and all obligations of the Lessee under Section 5(b) shall apply
to such redelivery. Lessor, without further notice, may, but shall be under no obligation
to, retake such Items of Equipment wherever found, without the Lessor incurring any
liability by reason of such retaking, whether for the restoration of damage to property
caused by such retaking or otherwise.

Without in any way limiting the obligation of Lessee under the foregoing
provisions of this Section, Lessee hereby irrevocably appoints Lessor as the agent and
attorney of Lessee with full power and authority to, upon the occurrence and continuance
of an Event of Default hereunder, exercise Lessor's rights under this Section, at any t ime
while Lessee is obligated to deliver possession of any Item of Equipment to Lessor, to
demand and take possession of such Item of Equipment in the name and on behalf of
Lessee from whomever shall then be in possession of such Item.

SECTION 20. Lessor's Right to Perform for Lessee

If Lessee fails to perform or comply with any of its agreements or covenants
contained herein, Lessor may (but shall not be obligated to) itself, after notice to Lessee,
perform or comply with such agreement or covenant or make advances to perform the
same, and the amount of the reasonable expenses of Lessor incurred in connection with the
performance of or compliance with such agreement or covenants, shall, if not paid by
Lessee to Lessor on demand, be payable as Supplemental Rent hereunder.

SECTION 21. Late Charges.

Lessee shall pay to Lessor as Supplemental Rent, to the extent permitted by
applicable law, interest on any amount of Interim Rent, Fixed Rent and on any
Supplemental Rent which is not paid when due, for any period for which the same is
overdue (without regard to any grace period) at a rate equal to the Late Rate.

SECTION 22. Covenant of Quiet Enjoyment.

During the Lease Term of any Item of Equipment hereunder and so long as no
Default or Event of Default has occurred and is continuing, Lessor covenants and agrees
that Lessee shall have the right to uninterrupted use and enjoyment of such Item on the
terms and conditions provided herein without any interference from Lessor or Owner
Participant or those claiming through or against Lessor (other than claims of mechanics,
suppliers, materialmen and laborers for work or services performed or materials furnished
in connection with the Equipment or any Item thereof which are claims by or through the
Lessor), including, but not limited to any assignee or lender or mortgagee of Lessor or
Owner Participant. For purposes of this Section 22, the delivery of notices of default or
nonperformance delivered under and pursuant to Section 18 shall not be deemed to
constitute a violation of this Section 22.
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SECTION 23. Other Documents.

Except as otherwise provided herein, Lessee will, at Lessor's expense,
execute and deliver to Lessor such other documents, including, without limitation, such
amendments to this Lease as may be reasonably required by Lessor, and Uniform
Commercial Code financing statements and continuation statements and any filings
required by the ICC or the AAR.

SECTION 24. Notices and Requests.

Unless otherwise expressly specified or permitted by the terms hereof, all
communications and notices provided for herein shall be in writing or by a
telecommunications device capable of creating a written record, and any such notice shall
become effective (a) upon personal delivery thereof, including, without limitation, by
overnight express mail and courier service, (b) five (5) days after the date on which it shall
have been mailed by United States mail, certified or registered, postage prepaid, return
receipt requested, or, (c) in the case of notice by such a telecommunications device, upon
confirmation of receipt by such device with confirmation delivered by overnight express
mail, in each case addressed to each party hereto at its address set forth below or, in the
case of any such party hereto, at such other address as such party may from time to t ime
designate by written notice to the other parties hereto:

If to Lessee: Indiana Michigan Power Company
c/o American Electric Power Service

Corporation
1 Riverside Plaza
Columbus, Ohio 43215
Attention: Senior Vice President - Finance
Fax No.: (614) 223-1687
Confirmation No.: (614) 223-2860

If to Lessor: The Connecticut National Bank, as Trustee under
Indiana Michigan Trust No. 90-1

777 Main Street
Hartford, Connecticut 06115
Attention: Corporate Trust

Administration
Fax No.: (203) 240-7920

All notices required to be delivered under this Lease to Lessor shall, so long as the Lien of
the Security Agreement shall not have been discharged, also be delivered to the Security
Trustee.

SECTION 25. Lessee's Renewal and Purchase Options.

(a) Lessee's Renewal Option. If (i) no Default or Event of Default shall
have occurred and be continuing, and (ii) this Lease shall not have been earlier terminated,
Lessee shall be entitled, at its option upon written notice to Lessor, as hereinafter
provided, to renew this Lease with respect to any ltem(s) of Equipment then subject to this
Lease for two Renewal Terms. The first, Renewal Term of any Item of Equipment shall be
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for a period of five years. The second Renewal Term of any Item of Equipment shall be
for a period of at least one year, as selected by Lessee, but in no event shall such Renewal
Term when added to the Interim Term, the Basic Term and all other Renewal Terms
exceed 80% of the economic life of such Item(s) of Equipment determined in the manner
described in Section 25(c) hereof. All of the provisions of this Lease shall be applicable
during each Renewal Term for each such Item of Equipment, except that, during each
Renewal Term, Fixed Rent shall be the fair market rental value thereof determined in
accordance with Section 25(c) hereof, and said Fixed Rent shall be payable quarterly in
arrears during each Renewal Term, on the twenty-seventh day of each calendar quarter
thereof; provided, however, that the Fixed Rent payable during the first Renewal Term of
an Item of Equipment shall not exceed 50% of the mean average amount of each
installment of Fixed Rent payable in respect of such Item during the Basic Term.
Stipulated Loss Values and Termination Values for each Item of Equipment on any Rent
Payment Date during any Renewal Term shall be an amount equal to Stipulated Loss Value
or the Termination Value, as the case may be, for such Item of Equipment determined as
of the last Rent Payment Date of the Basic Term. If Lessee intends to exercise said
renewal option with respect to any of said Renewal Terms, Lessee shall give written
irrevocable notice to Lessor to such effect at least one hundred and twenty (120) days
prior to the expiration of the Basic Term or Renewal Term of such Item(s) of Equipment.

(b) Lessee's Purchase Option. If (i) no Default or Event of Default shall
have occurred and be continuing, and (ii) this Lease shall not have been earlier terminated,
Lessee shall be entitled, at its option, upon written notice to Lessor as hereinafter
provided, to purchase any Item(s) of Equipment then subject to this Lease on the date
immediately following the date of the expiration of the Basic Term of each such Item of
Equipment or, as the case may be, the expiration of the then Renewal Term of each such
Item of Equipment, for an amount, with respect to each such Item of Equipment, payable
in immediately available funds, equal to the fair market sales value thereof determined in
accordance with Section 25(c) hereof, plus any applicable sales, excise or other taxes
imposed as a result of such sale (other than gross or net income taxes attributable to such
sale). If Lessee intends to exercise said purchase option, Lessee shall give written
irrevocable notice to Lessor to such effect at least one hundred and twenty (120) days
prior to the expiration of the Basic Term or Renewal Term of such Item(s) of Equipment.
In the event that Lessee exercises its purchase option under this Section 25(b), Lessor shall
execute and deliver to Lessee a bill of sale, in which Lessor transfers the Item to Lessee
"as is" and represents only that it is transferring whatever title was transferred to it, free
and clear of all liens in favor of any person claiming by, through or under Lessor, in a form
reasonably acceptable to Lessee, upon payment of the sale price by Lessee.

(c) Determination of Fair Market Sales Value and Fair Market Rental
Value; Appraisal Procedure. If Lessee has elected to exercise its renewal option, as
provided in Section 25(a) hereof, or has elected to exercise its purchase option, as provided
in Section 25(b) hereof, then as soon as practicable following Lessor's receipt of the
written notice from Lessee of Lessee's intent to exercise such option with respect to any
Item(s) of Equipment (to the extent permitted by Section 25(a) and (b) hereof), Lessor and
Lessee shall consult for the purpose of determining the fair market rental value or fair
market sales value, as the case may be, of each such Item of Equipment as of the end of
the Basic Term thereof, or, if this Lease has been renewed pursuant to Section 25(a)
hereof, then as of the end of the then current Renewal Term thereof, and in the event this
Lease is being renewed, the economic life of such Equipment as set forth in Section 25(a)
and any values or economic life agreed upon in writing shall constitute such fair market
rental value, fair market sales value or economic life of each such Item of Equipment for
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the purposes of this Section 25. If Lessor and Lessee fail to agree upon such values or
economic life sixty (60) days prior to the expiration of the Basic Term, or, if this Lease
has been so renewed, the then current Renewal Term, of such Item(s) of Equipment, either
party may request, by written notice to the other, that such values or economic life be
determined by the appraisal procedure hereinafter specified.

For all purposes of this Section 25, fair market sales value and fair market
rental value shall be determined on the basis of, and shall equal in value, the amount which
would be obtained in an arm's-length transaction between an informed and willing buyer-
user or lessee (other than a lessee currently in possession) and an informed and willing
seller or Lessor under no compulsion to sell or lease, and in such determination, costs of
removal from the location of current use shall not be a deduction from such value.

In the event Lessor and Lessee fail to agree upon such fair market sales
value or fair market rental value, as the case may be, or such economic life of any Item(s)
of Equipment, and either Lessor or Lessee shall have requested a determination of such
values or such economic life, Lessor and Lessee shall consult for the purpose of appointing
a qualified independent appraiser by mutual agreement. If no such appraiser is so
appointed within 5 Business Days after such notice is given, each party shall appoint an
independent appraiser within 10 Business Days after such notice is given, and the two
appraisers so appointed shall within 5 Business Days after such notice is given appoint a
third independent appraiser. If no such third appraiser is appointed within 5 Business Days
after such notice is given, either party may request the American Arbitration Association
to make such appointment, and both parties shall be bound by any such appointment. The
above-described procedure shall be from t ime to time referred to as the "Appraisal
Procedure".

Any appraiser or appraisers appointed pursuant to the foregoing procedure
shall be instructed to determine the fair market sales value and/or the fair market rental
value, as the case may be, and the economic life, if applicable, of such Item(s) of
Equipment within 30 days after the appointment of such appraiser(s). If the parties shall
have appointed a single appraiser, its determination of value and economic life shall be
final. If three appraisers shall be appointed, the values and the economic life, if
applicable, determined by the three appraisers shall be averaged, and, unless such average
shall equal the value and the economic life, if applicable, determined by the middle
appraisal (in which event such average shall be final), the determination which differs
most from such average shall be excluded, the remaining two determinations shall be
averaged and such average shall be final. The fees and expenses of any appraiser
appointed under this Section 25(c) shall be shared equally by Lessor and Lessee.

SECTION 26. Financial Information; Reports.

(a) Lessee agrees to furnish Lessor, the Security Trustee and each holder
of a Note (1) within 120 days after the close of its fiscal year, an annual report of Lessee,
consisting of its audited financial statements including balance sheets as of the end of
such fiscal year, statements of income and cash flows for the year then ended with all
notes thereto in each case certified as true and correct by the auditor thereof; (2) within
90 days after the close of each of the first three quarterly periods of Lessee's fiscal year,
a balance sheet of Lessee as of the end of such quarter, and comparative statements of
income and cash flows for such quarter; (3) promptly upon Lessee obtaining knowledge that
there has occurred and is continuing any condition, event, act or omission which
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constitutes a Default or an Event of Default or a Lien (other than Permitted
Encumbrances) on the Equipment, notice of such condition, event, act or omission and the
steps which Lessee has taken or is taking to remedy the same; and (4) such additional
information concerning the location, condition, use and operation of the Equipment and
financial condition and operations of Lessee as Lessor, Security Trustee or such holder
may from time to time reasonably request.

(b) Lessee shall permit any person designated by Lessor to visit and
inspect the Equipment and the records (and to make copies- thereof) maintained in
connection therewith, all at such reasonable times as Lessor may reasonably request.

SECTION 27. Voluntary Termination for Obsolescence.

So long as no Default or Event of Default shall have occurred and be
continuing hereunder, Lessee shall have the right at its option on or after December 27,
1995 on at least one hundred eighty (180) days' prior irrevocable written notice to Lessor,
to terminate this Lease with respect to any such Item(s) of Equipment then leased
hereunder if, in Lessee's good faith opinion as evidenced by a certificate of the President,
any Vice President or the Chairman of the Board of the Lessee, such Item(s) shall have
become no longer useful in, or surplus to, Lessee in its business, such termination to be
effective on the Rent Payment Date specified in such notice (for purposes of this Section
27, called the "termination date"), upon payment to Lessor of the sum of (i) the
installment of Fixed Rent due on such Rent Payment Date, (ii) any Rent or other sums due
and owing on or in respect of the Equipment, ( i i i ) an amount equal to the Termination
Value of such Equipment as of the date of 'such termination, and (iv) an amount equal to
the Make Whole Premium then due and payable by Lessor on the Notes under and pursuant
to Section 6.2 of the Security Agreement. If Lessee shall fail to pay all amounts due under
and pursuant to this Section 27, this Lease shall continue in full force and effect and it
shall be deemed that Lessee has rescinded its notice of termination. Lessee shall not be
entitled to terminate this Lease pursuant to this Section 27 more than one time during any
12 consecutive month period during the Lease Term. During the period from the giving of
such notice until the termination date, Lessee, as non-exclusive agent for Lessor, shall use
its reasonable efforts to secure the highest obtainable bids for the purchase of such ltem(s)
and in the event it receives any bid during such period, Lessee shall promptly certify to
Lessor in writing the amount and terms of such bid and the name and address of the party
submitting such bid. Lessor or the Owner Participant may obtain bids, but shall be under
no duty to solicit bids, inquire into the efforts of Lessee to obtain bids or otherwise take
any action in connection with arranging such sale. On the termination date, Lessee shall
deliver possession of such ltem(s) to the bidder, if any, which shall have submitted the
highest bid during such period, and Lessor shall, without recourse or warranty,
simultaneously therewith sell such Item(s) on an "as-is", "where-is" basis for cash to such
bidder. Neither Lessee nor any person, f irm or corporation, Affiliated with Lessee, may
purchase any such Item(s) of Equipment.

Upon, but not until, payment by the Lessee of all sums required to be paid
pursuant to this Section 27, including without l imitation the Make Whole Premium payable
thereunder, Lessor shall sell the Equipment for cash to the highest bidder certified by
Lessee or obtained by Lessor or the Owner Participant and the proceeds realized at such
sale in an amount equal to the sum of the amounts specified in clauses (iii) and (iv) of the
first sentence of the first paragraph of this Section 27 shall be retained by Lessee and any
proceeds in excess of such amounts specified in such clauses shall be retained by Lessor;
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provided further that the Owner Participant shall have the option to retain the Equipment
upon payment to Lessee of an amount equal to the lesser of such highest bid (if any) or the
Termination Value paid by Lessee to Lessor pursuant to this Section 27 as reimbursement
to Lessee of the Termination Value paid by Lessee to Lessor pursuant to this Section 27.
Upon, but not until, disposition of the Equipment and payment of the sums required by this
Section 27, including without limitation the Make Whole Premium payable thereunder, this
Lease shall terminate with respect to the Equipment. In disposing of the Equipment
pursuant to this Section, Lessee shall take such action as Lessor or the Owner Participant
shall reasonably request to terminate any contingent liability which Lessor or the Owner
Participant might have arising after such disposition.

SECTION 28. Consolidation, Merger and Sale of All Assets.

Lessee will not merge or consolidate with any other corporation or sell, lease
or otherwise dispose of all or substantially all of its assets to any person, f i rm or
corporation unless (a) immediately after such transaction, no Default or Event of Default
shall have occurred and be continuing, and (b) the corporation which is to be the surviving
or acquiring corporation in such transaction (i) shall be a corporation organized and
existing under the laws of the United States of America or a state thereof, (ii) shall be
either a "public utili ty company" within the meaning of the Public Util i ty Holding
Company Act of 1935 or a "public utility" within the meaning of the Federal Power Act,
and (iii) shall, if the surviving or acquiring corporation is other than Lessee, by agreement
in writing, satisfactory to the Participants, expressly assume the due and punctual
payment of the Rent and other sums due and to become due under this Lease, the
Participation Agreement and the Tax Indemnification Agreement and the Participants
shall have received an opinion of counsel reasonably satisfactory to the Participants, in
form and substance reasonably satisfactory to them, to the effect that the instrument of
assumption has been duly authorized, executed and delivered and constitutes the legal,
valid and binding contract and agreement of the surviving corporation enforceable in
accordance with its terms, except as enforcement of such terms may be limited by
bankruptcy, insolvency, reorganization, moratorium or other similar laws affecting the
enforcement of creditors' rights generally.

SECTION 29. Miscellaneous.

The parties hereto agree that the other party shall not by act, delay,
omission or otherwise be deemed to have waived any of its rights or remedies hereunder
unless such waiver is given in writing. A waiver on one occasion shall not be construed to
be a waiver on any other occasion. The captions in this Lease are for convenience of
reference only and shall not be deemed to affect the meaning or construction of any of the
provisions hereof. Any provision of this Lease which is prohibited or unenforceable in any
jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or
unenforceability without invalidating or diminishing Lessor's or Lessee's rights under the
remaining provisions hereof, and any such prohibition or unenforceability in any
jurisdiction shall not invalidate or render unenforceable such provision in any other
jurisdiction. No term or provision of this Lease may be amended, altered, waived,
discharged or terminated orally, but may be amended, altered, waived, discharged or
terminated only by an instrument in writing signed by a duly authorized officer of the
party against which the enforcement of the amendment, alteration, waiver, discharge or
termination is sought. All of the covenants, conditions and obligations contained in this
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Lease shall be binding upon and shall inure to the benefit of the respective successors and
assigns of Lessor and Lessee. This Lease, each Lease Supplement and each related
instrument, document, agreement and certificate, collectively constitute the entire
agreement of Lessor and Lessee with respect to the acquisition and leasing of the
Equipment, and cancel and supersede any and all prior oral or written understandings with
respect thereto. This Lease shall in all respects be governed by, and construed in
accordance with, the laws of the State of New York, including all matters of construction,
validity and performance.

SECTION 30. Third-Party Beneficiaries.

Nothing in this Lease shall be deemed to create any right in any person not a
party hereto (other than Owner Participant, Security Trustee and each holder from time to
time of a Note and the permitted successors and assigns of any such person and any party
hereto) and this instrument shall not be construed in any respect to be a contract in whole
or in part for the benefit of a third party except as aforesaid.

SECTION 31. Liability of Lessor Limited.

It is expressly agreed, anything herein to the contrary notwithstanding, that
each and all of the representations, warranties, covenants, undertakings and agreements
herein made on the part of Lessor are made and intended not as personal representations,
warranties, covenants, undertakings and agreements by The Connecticut National Bank, or
for the purpose or with the intention of binding The Connecticut National Bank personally,
but are made and intended for the purpose of binding only the Trust Estate, and this Lease
is executed and delivered by The Connecticut National Bank not in its own right but solely
in the exercise of the powers expressly conferred upon it as trustee under the Trust
Agreement; and no personal liability or personal responsibility, except in the case of
willful misconduct or gross negligence of Lessor (other than with respect to the handling
of funds, in which case Lessor shall be accountable for its failure to exercise ordinary
care), is assumed by or shall at any time be asserted or enforceable against The
Connecticut National Bank on account of this Lease or on account of any representation,
warranty, covenant, undertaking or agreement of Lessor, either expressed or implied
herein, all such personal liability, if any, being expressly waived and released by Lessee
and by all persons claiming by, through or under it, and that all recourse against The
Connecticut National Bank under this Lease shall be limited to the Trust Estate.

SECTION 32. Execution.

This Lease may be executed in any number of counterparts and by the
different parties hereto on separate counterparts (or upon separate signature pages bound
together into one or more counterparts), each of which when so executed and delivered
shall be an original, but all such counterparts shall together constitute but one and the
same instrument. To the extent, if any, that this Lease or any Lease Supplement
constitutes chattel paper or other collateral within the meaning of the Uniform
Commercial Code (or other law respecting security interests) as in effect in any applicable
jurisdiction, no security interest in Lessor's interest under this Lease or any such Lease
Supplement may be created through the transfer or possession of any counterpart of this
Lease or such Supplement other than the original executed Counterpart No. 1 hereof or
thereof which shall be identified on the cover hereof.
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IN WITNESS WHEREOF, Lessor and Lessee have caused this instrument to be
executed, all as of the day and year first above written.

INDIANA MICHIGAN POWER COMPANY,
an Indiana corporation

THE CONNECTICUT NATIONAL BANK,
not individually but solely as Owner
Trustee under Indiana Michigan Trust
No. 90-1

By
Its



STATE OF OHIO )
) ss.:

COUNTY OF FRANKLIN )

u
On this, the ^2 7 day of September , 1990, before me, a Notary

Public in and for said County and State, personally appeared G. P. Maloney t the
Vice President of INDIANA MICHIGAN POWER COMPANY, who

acknowledged himself to be a duly authorized officer of INDIANA MICHIGAN POWER
COMPANY, and that, as such officer, being authorized to do so, he executed the foregoing
instrument for the purposes therein contained.

IN WITNESS WHEREOF, I have hereunto set my hand and official seal on the
date above mentioned.

Name: Mary M. Soltesz
Notary Public
My Commission Expires: 7-13-94
Residing in Franklin County, Ohio

STATE OF )
) ss.:

COUNTY OF )

On this, the _____ day of , 1990, before me, a Notary
Public in and for said County and State, personally appeared ,
the of THE CONNECTICUT NATIONAL BANK, who acknowledged
himself to be a duly authorized officer of THE CONNECTICUT NATIONAL BANK, and
that, as such officer, being authorized to do so, he executed the foregoing instrument for
the purposes therein contained.

IN WITNESS WHEREOF, I have hereunto set my hand and official seal on the
date above mentioned.

Name:
Notary Public
My Commission Expires:
Residing in



PRICING ASSUMPTIONS

Closing Date;

Assets:

Purchase Price
of Assets;

Interim Term
Commencement Date;

Basic Term
Commencement Date;

Basic Term;

Interim Rent:

Fixed Rent during
the Basic Term;

Interest Rate
on Notes;

Percentage of Purchase
Price of Assets
Funded by Notes:

Amortization of
Notes;

Tax Assumptions:

Total Purchase Price
of Assets for Related
Transactions;

Total Transactions
Costs for Related
Transactions;

Total Other Transaction
Expenses for Related
Transactions:

September 28, 1990

119 used 100-ton, 4,000 cubic foot capacity open top
triple hopper cars, as listed in Exhibit B to the Railcar
Lease.

$19,813.42 per railcar; total cost equals $2,357,797.26

September 28, 1990

December 27, 1990

Fifteen years

Interest only on Notes, payable by the Lessee on the last
day of the Interim Term.

As set forth in Exhibit C to the Railcar Lease.

9.68%

80%

As set forth in Annex II of the Security Agreement.

As set forth in Section 2 of the Tax Indemnification
Agreement.

$46,700,000

$310,088

$163,450

ANNEX 2
(to Equipment Lease)



Transaction Cost
Ratio; The ratio of (a) Total Transaction Costs for Related

Transactions to (b) Total Purchase Price of Assets for
Related Transactions, .664%

Other Transaction
Expenses Ratio; The ratio of a (a) Total Other Transaction Expenses for

Related Transactions to (b) Total Purchase Price of
Assets for Related Transactions, .35%.

[Note: Pricing will only be adjusted for a change in this
ratio to the extent that change is caused by an
adjustment to the denominator.]

Transaction Costs; The product of (a) Purchase Price of Assets and (b)
Transaction Cost Ratio, $15,655.77.

Other Transaction
Expenses; The product of (a) Purchase Price of Assets and (b)

Other Transaction Expenses Ratio, $8,252.29.
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Definitions

Related Transactions: This financing is one of six related financings between
Chase Manhattan Service Corporation ("CMSC")> as
Owner Participant, and Ohio Power Company and
Indiana Michigan Power Company, separately as
Lessees, to be entered into pursuant to a commitment
letter, dated June 7, 1990 from CMSC to American
Electric Power Service Corporation.

Transaction Costs; The expenses described in Section 2.6(a) of the
Participation Agreement defined as Transaction Costs.

Other Transaction
Expenses; . Those expenses described in Section 2.6(a) of the

Participation Agreement, that are not defined as
Transaction Costs.
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DESCRIPTION OF EQUIPMENT

119 - 100-ton 4000 c.f. triple hopper coal cars as more specifically described below:

Car Numbers

AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX

1874
1875
1876
1877
1878
1879
1880
1881
1882
1883
1884
1885
1886
1887
1888
1889
1890
1891
1892
1893
1894
1895
1896
1897
1898
1899
1900
1902
1903
1904

AEPX 1905
AEPX 1906
AEPX 1907
AEPX 1908
AEPX 1909
AEPX 1910
AEPX 1911
AEPX 1912
AEPX 1913
AEPX 1914
AEPX 1915
AEPX 1916
AEPX 1917
AEPX 1918
AEPX 1919
AEPX 1920
AEPX 1921
AEPX 1922
AEPX 1923
AEPX 1924
AEPX 1926
AEPX 1927
AEPX 1928
AEPX 1929
AEPX 1930
AEPX 1931
AEPX 1933
AEPX 1934
AEPX 1935
AEPX 1936

AEPX 1937
AEPX 1938
AEPX 1939
AEPX 1940
AEPX 1941
AEPX 1942
AEPX 1943
AEPX 1944
AEPX 1945
AEPX 1946
AEPX 1947
AEPX 1948
AEPX 1949
AEPX 1950
AEPX 1951
AEPX 1952
AEPX 1953
AEPX 1954
AEPX 1955
AEPX 1956
AEPX 1957
AEPX 1958
AEPX 1959
AEPX 1960
AEPX 1961
AEPX 1962
AEPX 1963
AEPX 1964
AEPX 1965
AEPX 1966

AEPX 1967
AEPX 1969
AEPX 1970
AEPX 1971
AEPX 1973
AEPX 1974
AEPX 1975
AEPX 1976
AEPX 1977
AEPX 1978
AEPX 1979
AEPX 1980
AEPX 1981
AEPX 1982
AEPX 1983
AEPX 1984
AEPX 1985
AEPX 1987
AEPX 1988
AEPX 1989
AEPX 1990
AEPX 1992
AEPX 1993
AEPX 1994
AEPX 1996
AEPX 1997
AEPX 1998
AEPX 1999
AEPX 2000

EXHIBIT A
(to Equipment Lease)



LEASE SUPPLEMENT NO. _

THIS LEASE SUPPLEMENT NO. __ dated as of , 1990 between THE
CONNECTICUT NATIONAL BANK, not individually but solely as Owner Trustee under
Indiana Michigan Trust No. 90-1 ("Lessor"), and INDIANA MICHIGAN POWER COMPANY,
an Indiana corporation ("Lessee"),

W1TNESSETH;

1. Lessor and Lessee have heretofore entered into a Railcar Lease dated as
of September 1, 1990 (the "Lease") providing for the execution and delivery of Lease
Supplements substantially in the form hereof. The terms defined in the Lease shall have
the same meanings when used herein.

2. Lessee hereby acknowledges and confirms that on or prior to the date
hereof, the Equipment described in Schedule 1 attached hereto has been delivered and
assembled. Lessee represents that the Equipment is free and clear of all liens and
encumbrances, except for Permitted Encumbrances.

3. Lessee hereby certifies that the date of acceptance of the Equipment and
commencement of the Lease Term with respect thereto is , 1990.

4. Lessee hereby certifies that such Purchase Price for the Equipment as of
the date hereof is $ .

5. Interim Rent for the Equipment is payable in the amount of $ on
December 27, 1990. Fixed Rent, Stipulated Loss Values and Termination Values for the
Equipment is payable in the amounts and on the Rent Payment Dates set forth in Schedule
2 attached hereto.

Counterpart No. of

EXHIBIT B
(to Equipment Lease)



IN WITNESS WHEREOF, Lessor and Lessee have caused this instrument to be
executed, all as of the day and year first above written.

INDIANA MICHIGAN POWER COMPANY,
an Indiana corporation

By
Its

THE CONNECTICUT NATIONAL BANK,
not individually but solely as Owner
Trustee under Indiana Michigan Trust
No. 90-1

By
Its

-2-



STATE OF )
)

COUNTY OF )

On this day of , 1990, before me personally appeared, to me
personally known, who being by me duly sworn, says that he is a of
Indiana Michigan Power Company, that said instrument was signed and sealed on behalf of
said corporation by authority of its Board of Directors, and he acknowledged that the
execution and foregoing instrument was the free act and deed of said corporation.

Notary Public

(SEAL)

My commission expires:

STATE OF

COUNTY OF

On this _ day of _ , 1990, before me personally appeared
_ , to me personally known, who being by me duly sworn, says that he is
a _ • of The Connecticut National Bank, that said instrument was signed on
behalf of said corporation by authority of its Board of Directors; and he acknowledged that
the execution of the foregoing instrument was the free act and deed of said corporation.

Notary Public

(SEAL)

My commission expires

-3-



DESCRIPTION OF EQUIPMENT

SCHEDULE 1
(to Lease Supplement No. _)



SCHEDULE OF FIXED RENT, STIPULATED LOSS VALUE
AND TERMINATION VALUE RATE FACTORS

Rent Installment
For the Equipment Equal to

Purchase Price for the
Rent Equipment Times the Following

Payment Date Fixed Rent Factor

SCHEDULE 2
(to Lease Supplement No.



STIPULATED LOSS VALUE AND TERMINATION VALUE

Stipulated Loss Value or
Termination Value, as a
percent of the Purchase
Price of the Equipment

(in Addition to Fixed
Rent Rent installment for the

Payment Date Equipment due on such date)

-2-



SCHEDULE OF FIXED RENT, STIPULATED LOSS VALUE
AND TERMINATION VALUE RATE FACTORS

Fixed Rent
Payment Date

Rent Installment
For the Equipment Equal to

Purchase Price for the
Equipment Times the Following

Fixed Rent Factor

3/27/1991
6/27/1991

.9/27/1991
12/27/1991
3/27/1992
6/27/1992
9/27/1992

12/27/1992
3/27/1995
6/27/1993
9/27/1993

12/27/1993
3/27/1994
6/27/1994
9/27/1994

12/27/1994
3/27/1995
6/27/1995
9/27/1995

12/27/1995
3/27/1996
6/27/1996
9/27/1996

12/27/1996
3/27/1997
6/27/1997
9/27/1997

12/27/1997
3/27/1998
6/27/1998
9/27/1998

12727/1998
3/27/1999
6/27/1999
9/27/1999

12/27/1999
3/27/20CO
6/27/2000
9/27/2000

12/27/ZOOO
3/27/2001
6/27/2C01
9/27/2D01

2.49212463
2.49212483
2.49212463
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
3.04393035

.0459303!

.0459303!

.04593035

.0459303!

.04593035

.04593035

.04593033

.06593035
3.04593033
3.04593035
3.04S93035
3.04593035

3.
3.
3.
3.
3.
3.
3.
3.

EXHIBIT C
(to Equipment Lease)



Fixed Rent
Payment Date

Rent Installment
For the Equipment Equal to

Purchase Price for the
Equipment Times the Following

Fixed Rent Factor

12/27/2001
3/27/2002
4/27/2002
9/27/2002

12/27/2002
3/27/2003
6/27/2003
9/27/2003

12/27/2003
3/27/2004
6/27/2004
9/27/2004

12/27/2004
3/27/2005
6/27/2005
9/27/2003

12/27/2005

04593035
04593035
0439303S
0459303S
04393035
04593033
04593035
04593035
04593035

3.04593035
3.04593035
3.04593025
3.04593035
3.04593035
3.04593035
3.04393035
3.04593035
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STIPULATED LOSS VALUE AND TERMINATION VALUE

Rent
Payment Date

Stipulated Loss Value or
Termination Value, as a
percent of the Purchase
Price of the Equipment

(in Addition to Fixed
Rent installment for the

Equipment due on such date)

27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN

mo
1990
1991
1991
1991
1991
1992
1992
1992
1992
1993
1993
1993
1993
1994
1994
1994
1994
1995
1995
1995
1995
1996
1996
1996
1996
1997
1997
1997
1997
1998
1998
1998
1998
1999
1999

102.
102.
102.
102.
103.
103.
103.
103.
103.
103.
103.
103.
103.
102.
102.
102.
102.
101.
101.
101.
100.
100.
99.
99.
98.
98.
97.
97.
96.
95.
94.
94.
92.
91.
89.
88.

87*7
39378747
70288288
96193945
16884708
33040811
44841621
51182790
52550208
49618717
42944831
31639865
16259150
97723068
76160914
50914432
22366569
90895232
56594776
18812184
77808362
33897642
87151133
36848290
83154445
26356217
66511342
02950471
35825007
65391410
91693043
14564642
78904434
38894231
94507212
45853355
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STIPULATED LOSS VALUE AND TERMINATION VALUE

Rent
Payment Date

Stipulated Loss Value or
Termination Value, as a
percent of the Purchase
Price of the Equipment

(in Addition to Fixed
Rent installment for the

Equipment due on such date)

27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
11 DEC
>7 MAR
>7 JUN
>7 SEP
27 DEC
37 MAR
11 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC

1999
1999
2000
2000
2000
2000
2001
2001
2001
2001
2002
2002
2002
2002
2003
2003
2003
2003
2004
2004
2004
2004
2005
2005
2005
2005

86.93138796
85.36345280
83.75403054
82.10310786
80.41087473
78.67658440
76.89931225
75.08032799
73.21958588
71.32715435
69.51575716
67.67086806
65.79440193
63.88316618
61.93539784
59.96483671
57.97242828
55.95296919
53.90403910
51.83575055
49.74552440
47.62767379
45.47957805
43.40041406
41.41485174
39.50000001
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RAILCAR LEASE

Dated as of September 1, 1990

Between

THE CONNECTICUT NATIONAL BANK,
not in its individual capacity but solely

as Owner Trustee under the Trust Agreement
dated as of September 1, 1990 with

Chase Manhattan Service Corporation,
as Lessor

and

INDIANA MICHIGAN POWER COMPANY,
as Lessee

(Indiana Michigan Trust No. 90-1)

This Lease has been executed in several counterparts. To the extent, if any,
that this Lease constitutes chattel paper (as such term is defined in the Uniform
Commercial Code as in effect in any applicable jurisdiction), no security interest in this
Lease may be created through the transfer or possession of any counterpart hereof other
than the "Counterpart No. 1". This Counterpart is Counterpart No. .•» of 3~ *Y
Certain rights of the Lessor under this Railcar Lease have been assigned as security to,
and are subject to a security interest in favor of Wilmington Trust Company, as Security
Trustee under the Trust Indenture and Security Agreement dated as of the date hereof
between the Lessor and the Security Trustee, for the benefit of the holders of the Notes
referred to therein.

EXHIBIT C
(to Participation Agreement)
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RAILCAR LEASE

This RAILCAR LEASE dated as of September 1, 1990 (the "Lease"), by and
between The Connecticut National Bank, a national banking association, not in its
individual capacity but solely as Owner Trustee under the Trust Agreement dated as of
September 1, 1990 with Chase Manhattan Service Corporation, a New York corporation
(the "Lessor"), and Indiana Michigan Power Company, an Indiana corporation (the
"Lessee").

In consideration of the mutual covenants and agreements hereinafter set
forth, the parties hereto agree as follows:

SECTION 1. Definitions.

For purposes of this Lease, capitalized terms used herein shall have the
meanings assigned to them in Annex 1 hereto, as the same may be amended from time to
time (such definitions to be equally applicable to both the singular and plural forms of the
terms defined). Any term defined by reference to an agreement, instrument or other
document shall have the meaning so assigned to it whether or not such document is in
effect. Unless otherwise indicated, references in this Lease to sections, paragraphs,
clauses, appendices, schedules and exhibits are to the same contained in or attached to
this Lease.

SECTION 2. Agreement for Lease of Equipment.

Subject to, and upon all of the terms and conditions of this Lease, Lessor
hereby agrees to lease to Lessee and Lessee hereby agrees to lease from Lessor each Item
of Equipment for the Lease Term.

SECTION 3. Delivery and Acceptance of Equipment.

Lessor shall not be liable to Lessee for any failure or delay in obtaining any
Item of Equipment or making delivery thereof. Upon execution and delivery of a Lease
Supplement substantially in the form attached hereto as Exhibit B by Lessor and Lessee,
the Items described therein shall be deemed to have been delivered to and accepted by
Lessee for all purposes of this Lease, and thereupon shall be subject to all of the terms,
provisions and conditions of this Lease.

Lessee's execution and delivery of a Lease Supplement shall be evidence that
the Items of Equipment listed therein have been subjected to this Lease on the terms
hereof. Lessee's execution and delivery of a Lease Supplement with respect to an Item of
Equipment pursuant to this Section 3 shall conclusively establish that, as between Lessor
and Lessee, but without limiting or otherwise affecting Lessor's or Lessee's rights, if any,
against any other Person, such Item of Equipment is acceptable to and irrevocably
accepted by Lessee under the Lease, notwithstanding any defect with respect to design,
manufacture, condition or any other matter or the failure of any such Item of Equipment
to comply to the specifications applicable thereto or to all applicable United States
Department of Transportation and ICC requirements and specifications, if any, or to all



standards recommended by the AAR applicable to railroad equipment of the character of
the Equipment as of the date hereof, and that, as between Lessor and Lessee, such Item of
Equipment is in good order and condition.

SECTION 4. Lease Term.

The interim term (the "Interim Term") for each Item of Equipment shall
commence on the Acceptance Date for such Item of Equipment and shall terminate at the
end of the day on December 26, 1990 unless this Lease is sooner terminated with respect
to such Item pursuant to the provisions hereof. The basic term (the "Basic Term") for each
Item of Equipment shall commence on December 27, 1990 (the "Basic Term Commence-
ment Date") for such Item and, unless this Lease is sooner terminated with respect to such
Item (or all Equipment) pursuant to the provisions hereof, shall terminate on December 27,
2005. If not sooner terminated pursuant to the provisions hereof, the Lease Term for each
Item of Equipment shall end on the last day of the Basic Term thereof, or if this Lease is
renewed pursuant to Section 25(a) hereof, on the last day of the last Renewal Term
thereof.

SECTION 5. Return of Equipment.

(a) Return of Equipment Upon Expiration of Term. Upon the expiration
or earlier termination of the Lease Term with respect to each Item of Equipment and so
long as no Default or Event of Default has occurred and is continuing (and provided, in the
case of the expiration of the Lease Term, that Lessee has not exercised its purchase
option under Section 25(b) hereof), Lessee will undertake to deliver possession of each
Item of Equipment to Lessor, at two locations selected by the Lessee in the condition
described below. The location of each such Item shall be specified in a written notice
given by Lessee to Lessor at least thirty (30) days prior to such redelivery (each, a
"Redelivery Location"). Lessee at Lessee's expense and risk shall permit Lessor to store
the Equipment at the Redelivery Locations for a period not exceeding 10 Business Days.
In addition, Lessee will use its best efforts to assist the Lessor in securing storage space at
Lessor's expense and risk for an additional period of time. Any Item of Equipment
delivered to a Redelivery Location shall be deemed to be redelivered hereunder on the
date on which such Item of Equipment shall have been delivered to any Redelivery
Location in the condition described in the following paragraph provided that Lessee has
given the notice set forth above. Subject to the following paragraph, Fixed Rent or
Renewal Rent, as the case may be, with respect to any Item of Equipment so deemed to
have been redelivered shall cease to accrue. Unless an Item of Equipment has been
acquired by Lessee in accordance with this Lease, Lessee shall pay as Supplemental Rent
for each day after the Lease Term that such Item has not been timely delivered or
delivered in the condition required by the following paragraph an amount equal to (i) the
average annual Fixed Rent payment or Renewal Rent payment, as the case may be, which
would have been payable during the Lease Term or the Renewal Term, as the case may be,
had such Item of Equipment been the only Item of Equipment subject hereto for purposes
of determining the Purchase Price of this Equipment, divided by (ii) 365. Any such
Supplemental Rent shall be payable on the date such Item of Equipment shall have been
delivered to such Redelivery Location in the condition required by the following
paragraph.

-2-



At the time of any return, the Items of Equipment so being returned shall be
free and clear of all Liens (except Permitted Encumbrances, it being understood that the
Lessee will promptly and diligently cause any such Permitted Encumbrances (other than
Liens referred to in clauses (5), (iv) and (v) of the definition of Permitted Encumbrances) to
be discharged and, at Lessor's request, Lessee (unless the senior secured indebtedness of
Lessee shall at such time be rated at least Investment Grade Quality) shall bond or provide
such other form of security for payment and discharge of such Liens as Lessor may
reasonably request and shall be in the condition required by Sections 9 and 10. Each Item
of Equipment returned to Lessor pursuant to this Section 5 shall (i) be in the condition
required by Section 10, (ii) have attached or affixed thereto any addition, modification or
improvement owned by Lessor as provided in Section 11, (iii) if requested by Lessor, at
Lessee's expense, have removed therefrom any such addition, modification or improvement
which, as provided by Section 11, is owned by Lessee and is not purchased by Lessor
pursuant to Section 11, and (iv) at Lessee's expense, have removed therefrom any logos or
other identification marks. Lessee shall provide to Lessor, with respect to each Item of
Equipment returned to Lessor pursuant to this Section 5, true, correct and complete copies
of all available records, logs and other materials maintained by Lessee in accordance with
Section 10, without further representation or warranty as to the completeness or accuracy
of the information contained therein, except with respect to any such inaccuracy or
incompleteness attributable to Lessee's gross negligence or wil l ful misconduct.

If any Item of Equipment is inspected pursuant to this Section 5 and is
deemed not in the condition required by Section 10, Lessee, at its expense and risk, shall
within 30 days thereafter make such repairs and perform such work as shall be necessary
to place such Item of Equipment in the condition required by Section 10. Lessee will
provide Lessor with notice that such Item of Equipment has been repaired so as to be in
the condition required by Section 10. If Lessee reasonably determines that it cannot
repair an Item of Equipment pursuant to this Section 5 within the period permitted herein,
Lessee may elect to declare an Event of Loss with respect to that Item of Equipment
which such Event of Loss shall be deemed to have occurred on the last day of the Basic
Lease Term or the Renewal Term, as the case may be; provided, that such declaration of
an Event of Loss shall have no effect on or application to the amounts payable by the
Lessee under and pursuant to Section 27 hereof including, without limitation, the amount
of Make Whole Premium due in connection with the termination of this Lease pursuant to
said Section 27. Upon the occurrence of such Event of Loss the Lessee shall pay to the
Lessor an amount equal to that amount which would be due and payable under and pursuant
to Section 15 with respect to such Event of Loss including, without limitation, all accrued
Supplemental Rent due with respect to such Item of Equipment calculated in accordance
with the preceding paragraph.

Upon the request of Lessor, and at Lessor's sole expense, Lessee shall
cooperate with Lessor in obtaining the valid and effective issuance, or, as the case may
be, transfer or amendment of all governmental action necessary or, in the reasonable
opinion of Lessor, desirable for the ownership of the Items of Equipment by Lessor or any
transferee, lessee or assignee thereof.

Not later than 10 Business Days after the redelivery of an Item of Equipment
pursuant to this Section 5, Lessor or its agent may inspect such Item of Equipment to
determine whether such item of Equipment is in the condition required by Section 10. If
Lessor fails to object to the condition of an Item of Equipment during such period, such
Item of Equipment shall be deemed to have satisfied the conditions of Section 10. At any
such inspection, inspectors or surveyors representing both Lessee and Lessor, or an
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inspector or surveyor satisfactory to both sides, shall be present and shall determine and
state the agreed repairs or work necessary to place each Item of Equipment in the
condition required by Section 10. Lessee and Lessor shall bear the cost of their respective
inspectors or surveyors.

. Any Item of Equipment not delivered on the date of expiration of the Lease
Term in accordance with the terms of this Section 5, shall continue to be subject to all of
the obligations of Lessee set forth in this Lease. If the Lessee shall, for any reason
whatsoever, fail to return any Item of Equipment at the time and in the condition
specified herein, the obligations of Lessee as provided in this Lease shall continue in
effect with respect to such item of Equipment until the Item of Equipment is deemed to
be returned to Lessor; but this paragraph shall not be construed as permitting Lessee to
fail to meet its obligations to return any Item of Equipment in accordance with the
requirements of this Lease or constitute a waiver of an Event of Default.

(b) Return of Equipment upon Default. If the Lessor shall terminate this
Lease pursuant to Section 19 hereof, the Lessee shall forthwith deliver possession of the
Equipment to the Lessor. For the purpose of delivering possession of any Item to the
Lessor as above required, the Lessee shall at its own cost, expense and risk: (5) forthwith
deliver such Items to not more than two (2) locations as the Lessor shall designate, and (ii)
permit the Lessor to store such Item for a period of 360 days and so store at such locations
without charge for insurance, rent or storage, and during such period of storage the Lessee
shall continue to maintain all insurance required by Section 16 hereof.

Each such Item will, when placed in storage, be in the condition required by
Section 10 hereof and the Lessee shall comply as required by the Lessor to enable the
Items to be sold or leased to a third party for use in interchange service under the
Interchange Rules. Lessee agrees that no Item shall be considered to have been returned
under this Section 5(b) until the Lessee has returned such Item in such condition.

The assembling, delivery, storage and transporting of the Equipment as
hereinbefore provided are of the essence of this Lease, and upon application to any court
of equity having jurisdiction in the premises, the Lessor shall be entitled to a decree
against the Lessee requiring specific performance of the covenants of the Lessee so to
assemble, deliver, store and transport the Equipment.

Without in any way limiting the obligation of the Lessee under the foregoing
provisions of this Section 5(b), the Lessee hereby irrevocably appoints the Lessor as the
agent and attorney of the Lessee, with full power and authority (which power is coupled
with an interest), at any time while the Lessee is obligated to deliver possession of any
Items of Equipment to the Lessor after the occurrence of an Event of Default, to demand
and take possession of such Item in the name and on behalf of the Lessee from
whomsoever shall be at the t ime in possession of such Item.

SECTION 6. Rent.

(a) Interim Rent. Lessee hereby agrees to pay Lessor Interim Rent for
the use by Lessee of each Item of Equipment during the Interim Term in one installment
payable on December 27, 1990 in an amount equal to .0215111% of the Purchase Price of
such Equipment for each day from and including the Closing Date for such Equipment to
but not including December 27, 1990.
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(b) Fixed Rent. Lessee hereby agrees to pay Lessor Fixed Rent for the
use by Lessee of each Item of Equipment during the Basic Term, in consecutive quarterly
installments, in arrears, due and payable on each Rent Payment Date and continuing until
the expiration or earlier termination of the Basic Term, with each such installment to be
in an amount equal to the product obtained by multiplying (i) the Purchase Price of such
Item of Equipment by (ii) the applicable percentages set forth in Exhibit C attached
hereto. Lessee hereby agrees to pay Lessor Fixed Rent for each Item of Equipment during
each Renewal Term thereof as specified in Section 25(a) hereof.

(c) Supplemental Rent. Lessee also agrees to pay to Lessor, or to
whomever shall be entitled thereto, all Supplemental Rent, as the same shall become due
and owing. Lessee shall also pay to Lessor (and, in the case of payments of Supplemental
Rent payable to other persons hereunder, such other persons) on demand, as Supplemental
Rent, to the extent permitted by applicable law, interest at the Late Rate on any part of
any installment of Interim Rent or Fixed Rent not paid when due at or prior to the time
specified for such payment for any period for which the same shall be overdue and on any
payment of Supplemental Rent payable to the Note Purchasers or the Security Trustee and
not paid when due for the period from the due date thereof until the same shall be paid
and at a rate per annum equal to 1% plus the Prime Rate on any payment of Supplemental
Rent payable to the Owner Participant or the Owner Trustee and not paid when due for
the period from the due date thereof until the same shall be paid. The payment or
satisfaction of Lessee's obligation with respect to Fixed Rent or any installment thereof
shall not limit any obligation of Lessee which may have accrued during the Lease Term
with respect to Supplemental Rent. In the event of any failure on the part of Lessee to
pay any such Supplemental Rent hereunder Lessor shall have all rights, powers and
remedies provided for herein or by law or equity or otherwise in the case of nonpayment of
Rent.

(d) Method of Payment. All payments of Interim Rent, Fixed Rent and
Supplemental Rent required to be made by Lessee to Lessor shall be made by 11.00 A.M.
Wilmington, Delaware time on the date payment is due in Uni ted States dollars and in
immediately available funds. If any such date is not a Business Day, then payment shall be
due on the next succeeding Business Day and if paid on such Business Day by 11:00 A.M.
Wilmington, Delaware time, such payment shall be without interest or penalty. In the
event of any assignment pursuant to Section 13(b) hereof, all payments or right to
payments which are properly assigned thereunder, whether Interim Rent, Fixed Rent,
Supplemental Rent or otherwise, shall be paid to such address as shall be designated by
Lessor and any such assignee. All payments of Rent (other than payments with respect to
Excepted Rights in Collateral, which shall be paid to the person entitled thereto) shall be
paid by Lessee to Lessor at its office at 777 Main Street, Hartford, Connecticut 06115,
Attention: Corporate Trust Administration, or as Lessor may otherwise direct from time
to time in writing; provided, that so long as the Security Agreement shall not have been
discharged pursuant to Section 12.4 thereof, Lessor hereby directs, and Lessee agrees, that
all payments of Rent and all other amounts payable to Lessor hereunder (other than
payments with respect to Excepted Rights in Collateral, which shall be paid to the person
entitled thereto) shall be paid directly to the Security Trustee at its office at Rodney
Square North, Wilmington, Delaware 19890, Attention: Corporate Trust Administration,
or as the Security Trustee may otherwise direct, at such time so as to be received by the
Security Trustee prior to 11:00 A.M. Wilmington, Delaware t ime on the date of payment.
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(e) Minimum Payments. Notwithstanding anything to the contrary
contained herein or in any other Operative Agreement, in all events and irrespective of
any adjustment thereto, (i) the installment of Interim Rent payable on December 27, 1990
shall be at least equal to the amount of accrued interest due and payable on such date in
respect of all Notes then outstanding, (ii) each installment of Fixed Rent payable on each
Rent Payment Date shall be at least equal to the aggregate amount of principal and
accrued interest due and payable on such date in respect of all Notes then outstanding and
(iii) each payment of Stipulated Loss Value and Termination Value (when added to all other
amounts required to be paid by the Lessee under this Lease in respect of any Event of Loss
or termination of this Lease) shall be at least equal to an amount sufficient, as of the date
of payment, to pay in full the principal of and premium, if any, and interest on all Notes
outstanding on and as of such date of payment. Nothing in this Section 6(e) shall be
deemed to constitute a guarantee by Lessee of the indebtedness evidenced by the Notes or
a guarantee of the residual value of any Item of Equipment.

(f) Adjustments to Rent. The percentages for Fixed Rent, Stipulated
Loss Value and Termination Value set forth in Exhibit C, have been calculated in part on
the basis of the Pricing Assumptions. If any such Pricing Assumption proves to have been
incorrect, then such percentages for Fixed Rent, Stipulated Loss Value and Termination
Value shall be adjusted (upward or downward) so as to preserve Owner Participant's Net
Economic Return. Any adjustments pursuant to this Section 6(f) shall (A) satisfy the
provisions of Revenue Procedure 75-28 and any other applicable statutes, regulations,
revenue procedures, revenue rulings or technical information releases relating to the
subject matter of such Revenue Procedure, (B) be made in a manner designed to avoid
application of Section 467(b)(2) of the Code and any regulations thereunder or any other
similar provision of Federal income tax law and not otherwise cause any adverse effect
under any Federal income tax law in effect at the t ime of such adjustment, (C) not cause
the transaction effected pursuant to this Lease to be classified by Owner Participant as
other than a leveraged lease as defined under then current generally accepted accounting
principles for leveraged leases, (D) to the extent possible and not inconsistent with the
foregoing, minimize the net present value cost of the Fixed Rent to Lessee to the extent
the foregoing criteria are met (subject to the requirements of Section 6(e) hereof), and (E)
not adjust the Fixed Rent rates or the Stipulated Loss Values and Termination Values to an
amount less than those Fixed Rent rates and Stipulated Loss Values and Termination
Values required to enable Lessor to satisfy in full its obligations in respect of the Notes.

(g) Computation of Adjustments, (i) Upon the occurrence of an event
requiring adjustments to the percentages for Fixed Rent, Stipulated Loss Value and
Termination Value pursuant to Section 6(f), Owner Participant shall make the necessary
computations on a basis consistent with that used by Owner Participant in the computation
of the percentages for Fixed Rent, Stipulated Loss Value and Termination Value in
connection with the execution and delivery of the Participation Agreement and this Lease,
taking into account only the event giving rise to the adjustments. Subject to paragraph (ii)
of this Section 6(g), such adjustments shall be effective from and including the date Owner
Participant shall have furnished to Lessee a certificate signed on behalf of Owner
Participant by a responsible officer confirming that such adjustments have been properly
computed in accordance with the provisions of this Lease, and shall remain effective until
changed in consequence of any inaccuracy discovered in the course of any verification
procedure conducted pursuant to paragraph (ii) of this Section 6(g).

(ii) Within 30 days after Owner Participant shall have provided Lessee
with a certificate pursuant to paragraph (i) of this Section 6(g), Lessee either shall confirm
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the accuracy of such computation or shall notify Owner Participant that such
computation, and the resulting adjustments proposed by Owner Participant, are
inaccurate. In the latter event, Owner Participant and Lessee agree to submit the matter
to an independent Person acceptable to them, the conclusion of such firm or other Person
as to the proper adjustments shall be conclusive and binding on Lessee, Owner Participant
and Lessor. All expenses incurred by Owner Participant and I essee in connection with the
verification procedures described in this paragraph (ii) shall be paid by Lessee, unless the
adjustments of the percentages for Fixed Rent proposed by Owner Participant shall exceed
the actual adjustments of such percentages, properly computed and confirmed, by more
than 5%, in which case all such expenses shall be paid by Owner Participant. Each
adjustment of the percentages for Fixed Rent, Stipulated Loss Value and Termination
Value may, but need not (unless requested by Lessee, Lessor or Owner Participant), be
evidenced by the execution and delivery of a supplement to this Lease in form and
substance satisfactory to Lessee, Lessor and Owner Participant, and shall be effective as
provided herein without regard to the date on which such supplement to this Lease is so
executed and delivered. So long as the Lien of the Security Agreement shall remain
outstanding, copies of the certificates, proposed adjustments and final adjustments shall
be forwarded by the Owner Participant to the Security Trustee.

SECTION 7. Net Lease.

This Lease is a net lease and Lessee acknowledges and agrees that Lessee's
obligations hereunder shall be absolute and unconditional under any and all circumstances
and shall be paid without notice or demand and without any abatement, reduction,
suspension, diminution, deferral, setoff, defense, counterclaim or recoupment whatsoever,
including, without limitation, any abatement, reduction, suspension, diminution, deferral,
setoff, defense, counterclaim or recoupment due or alleged to be due to, or by reason of,
any past, present or future claims which Lessee may have against Lessor, Owner
Participant, any assignee, Security Trustee, any vendor or manufacturer of the Equipment
or any part or Item thereof, the holders from time to time of the Notes, or any other
Person, either under this Lease or otherwise, for any reason whatsoever; nor, except as
otherwise expressly provided herein, shall this Lease terminate, or the obligations of
Lessee be otherwise affected for any reason whatsoever, including any defect in or
damage to or loss of possession or loss of use of the Equipment or any part or Item
thereof, the condition, design, operation or fitness for use thereof, any damage to, or any
loss or destruction of, the Equipment or any part or Item thereof, any Liens or rights of
others with respect to the Equipment or any part or Item thereof, any prohibition or
interruption of or other restriction against Lessee's use, operation or possession of the
Equipment or any part or Item thereof, or any interference with such use, operation or
possession by any Person or entity (including confiscation, requisition or other taking by
any governmental authority, any person acting under governmental authority or otherwise,
or action of any public or private person, whether by eviction by paramount title or for
any other reason whatsoever), the invalidity or unenforceability or lack of due
authorization of this Lease, or any other Operative Agreement, any defect in the title to,
compliance with plans or specifications for, condition, design or fitness for use of all or
any of the Items of Equipment, any insolvency of or any bankruptcy, reorganization or
other proceeding against Lessee, Lessor or any other person, or for any other cause
whether similar or dissimilar to the foregoing, any present or future law to the contrary
notwithstanding, it being the intention and agreement of the parties hereto, and the basis
of the bargain, that (to the extent permitted by applicable law) Interim Rent, Fixed Rent,
Renewal Rent, Supplemental Rent and other amounts payable by Lessee hereunder shall
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continue to be payable in all events in the manner and at the times herein provided unless
and until the obligation to pay the same shall be terminated pursuant to the express
provisions of this Lease (in the case of any return of the Equipment to the Lessor, any
item of Equipment shall not be deemed to have been returned to the Lessor's possession
until all of the Lessee's obligations with respect to the return thereof have been
performed). To the extent permitted by applicable law, Lessee hereby waive? any and all
rights which it may now have or which at any time hereafter may be conferred upon it, by
statute or otherwise, to terminate, cancel, quit or surrender this Lease of any of the Items
of Equipment except in accordance with the express terms hereof. Each Interim Rent,
Fixed Rent, Renewal Rent, Supplemental Rent or other payment made by Lessee
hereunder shall be final and Lessee shall not seek to recover all or any part of such
payment (except for any excess payment made in error) from Lessor, Owner Participant,
Security Trustee, or any holder or former holder of a Note for any reason whatsoever.

(ii) Without limiting the generality of the foregoing, Lessee covenants
that it will remain obligated under this Lease in accordance with its terms, and will not
take any action to terminate (except in accordance with the express provisions hereof),
rescind or avoid this Lease for any reason, notwithstanding any insolvency, bankruptcy,
organization or other proceeding affecting Lessor or Owner Participant, or any property of
Lessor or Owner Participant, or any action which may be taken by any receiver, trustee or
liquidator (or other similar official) or by any court.

(iii) Nothing in this Section or in any other provision of this Lease shall
preclude any separate, independent claim (not by way of abatement or reduction of any
amount at any time payable by Lessee hereunder) by Lessee for the breach of any
representation, covenant, undertaking or agreement made herein and in any other
Operative Agreement for the benefit of Lessee by Lessor or Owner Participant.

SECTION 8. Lessor's Title; Equipment to be and Remain Personal Property.

Title to the Equipment shall at all times remain in Lessor and at no t ime
during the Lease Term shall title become vested in Lessee. This Lease is and is intended
to be a true lease and not a lease intended as security or a lease in the nature of a security
interest. Lessee shall acquire no right, title or interest in or to the Equipment, except the
right to use the same pursuant to the terms of this Lease. It is the intention and
understanding of both Lessor and Lessee that the Equipment shall be and at all times
remain personal property.

SECTION 9. Use of Equipment; Compliance with Laws.

Lessee shall pay all costs, expenses, fees and charges incurred in connection
with the use and operation of the Equipment during the lease thereof. Lessee agrees that
the Equipment will be used and operated solely in the regular course of its business and in
compliance with all statutes, laws, ordinances, rules and regulations of any Federal, state
or local governmental body, agency or authority applicable to the use and operation of the
Equipment. If such laws or rules require any alteration, replacement or addition of or to
any part on any Item of Equipment, Lessee will conform therewith at its own expense.
Lessee agrees not to operate or locate any Item of Equipment, or to suffer any Item of
Equipment to be operated or located, in any area excluded from coverage by any insurance
policy required by the terms of Section 16 hereof or to operate or locate any Item of
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Equipment in such a manner as to violate the terms of any insurance policy required by the
terms of said Section 16, except in the case of a requisition for use by the United States
Government where Lessee (or any sublessee) has obtained, prior to the operation or
location of the Item of Equipment in such area, indemnification or insurance in lieu of
such indemnification from the United States Government against the risks and in the
amounts required by, and in compliance with, Section 16 hereof covering such area.

Lessee shall procure and maintain in effect all licenses, registrations,
certificates, permits, approvals and consents required by Federal, state or local laws or by
any governmental body, agency or authority in connection with the use and operation of
each Item of Equipment, including any instruments required by the AAR. Notwithstanding
the foregoing sentence, however, Lessee will cause this Lease and the Bill of Sale to be
filed and recorded with the Interstate Commerce Commission ("ICC") in accordance with
Section 20c of the Interstate Commerce Act, and will do and perform any other act and
will execute, acknowledge, deliver, file, register, record (and will refile, reregister,
deposit and redeposit or rerecord whenever required) this Lease and any and all
amendments or supplements to this Lease, or otherwise with respect to or including any
other Operative Agreement, in connection with any assignment or sublease pursuant to
Section 13(a) or otherwise, any financing statements or similar instruments, and any and
all further instruments required by law or reasonably requested by Lessor, for the purpose
of protecting Lessor's title to any Item of Equipment to the satisfaction of Lessor and
Lessor's counsel or for the purpose of carrying out the intention of this Lease, including,
without limitation, any such filings and recordings as shall be necessary to evidence any
change in name of Lessee or Lessor, or any merger or consolidation thereof. Lessee will
pay all costs, charges and expenses incident to any such filing, refiling, recording and re-
recording or depositing and redepositing of any such instruments or incident to the taking
of such action. This Lease shall be filed and recorded with the ICC prior to the delivery
and acceptance hereunder of any Item.

The Equipment will at all times during the Lease Term be and remain in the
possession and control of Lessee, subject to the terms of Section 13(a) hereof. Lessee
shall operate the Equipment and permit the Equipment to be located only in the
continental United States. Lessee shall not use and will not permit any other person to use
any Equipment or allow the same to be used for any unlawful purpose. Lessee shall use
and operate the Equipment or cause it to be used and operated only by personnel
authorized by Lessee, and Lessee shall use every reasonable precaution to prevent loss or
damage to each Item of Equipment from fire and other hazards. Lessee shall use the
Equipment only in the manner for which it was designed and intended and so as to subject
it only to ordinary wear and tear; provided, that the Lessee shall not, except with respect
to the transportation of coal, use the Equipment and shall not permit the Equipment to be
used to transport or store hazardous or toxic substances or materials or other substances
or materials containing or contaminated by hazardous or toxic substances or materials.
Lessee shall use the Equipment together with all other railcars owned or leased by Lessee
in a rotational manner which shall attempt to equalize the wear and tear on all such
equipment so that no one Item of Equipment is used or employed in a disproportionate
manner or amount of time in relation to all other railcars owned or leased by Lessee.
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SECTION 10. Maintenance and Repair of Equipment.

Lessee shall, at its own expense, (i) keep the Equipment in satisfactory
repair, condition and working order consistent with accepted industry practice, and as
otherwise may be required by any insurance policies maintained pursuant to Section 16 or
to enforce warranty claims against each vendor and manufacturer of each Item of
Equipment, ordinary wear and tear excepted; (ii) maintain the Equipment in accordance
with the standards then in effect under the Interchange Rules of the AAR (the
"Interchange Rules"), and at least equal to the standards of maintenance which Lessee
performs on similar equipment owned or leased by Lessee; (iii) maintain all records, logs
and other materials required by the AAR or the United States Department of
Transportation (to the extent that the Department of Transportation shall have
jurisdiction over Items of Equipment or Lessee) or any other governmental authority
having jurisdiction over the Items of Equipment or Lessee, to be maintained in respect of
each Item of Equipment, (iv) comply with all requirements of law applicable to the
maintenance and condition of the Equipment. In addition to the foregoing, Lessee agrees
that, at its cost and expense prior to the twenty-fifth anniversary of the manufacture of
any Item of Equipment, such Item will be rebuilt in order to meet the mechanical
requirements for rebuilt cars as listed in Sections B and D of the AAR Office Manual and
Sections A and B of the AAR Field Manual as required in AAR Rule 88 (as of June 4,
1990), and will be inspected and approved by the Mechanical Division, and approved by the
Transportation Division, of the AAR and thereby receive official rebuilt status recognition
pursuant to such AAR Rule 88. Each Item of Equipment shall be identified as having
undergone such rebuilding.

SECTION 11. Replacements; Alterations; Modifications.

(a) Lessee shall make all alterations, modifications, additions or
attachments deemed necessary by any Federal, state or local governmental agency for the
continued usefulness of the Equipment. Lessee may, at its sole expense, make other
alterations, modifications, additions or attachments to the Equipment so long as the value
and general usefulness of the Equipment is not reduced thereby and so long as such
alterations, modifications, additions or attachments do not cause such Items to become a
limited use property within the meaning of Revenue Procedure 76-30, 1976-2 C.B. 647 (or
such other successor tax provision). So long as no Event of Default has occurred and is
continuing, and so long as the value and usefulness of the Equipment (exclusive of any such
alterations, modifications, additions or attachments) is not reduced thereby, any such
alteration, modification, addition or attachment, which was paid for by Lessee and not
reimbursed or otherwise compensated for by Lessor, shall remain the property of Lessee
and may (subject to the last two sentences of this Section ll(a)), be removed by Lessee
prior to return of the Equipment pursuant to Section 5 hereof. If any alteration,
modification, addition or attachment to an Item of Equipment (i) is a replacement of
existing parts constituting part of the Items of Equipment, (ii) was made in the course of
ordinary and proper maintenance of the Items of Equipment, (iii) is required by Federal,
state or local law in order to permit the continued usefulness of the Equipment; or (iv)
cannot physically be removed without damage to the Equipment, it shall become the
property of Lessor, and shall be subject to all the terms of this Lease. Upon termination
of this Lease, Lessor shall have the option to purchase from Lessee any alterations,
modifications, additions or attachments to any Item of Equipment not described in the
preceding sentence at the fair market sales value of such alterations, modifications,
additions or attachments, as the case may be.
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(b) Warranty Rights and Payments. Lessor shall assign or otherwise make
available to Lessee all of its rights under any vendor's or manufacturer's warranty
(excluding any warranty of title) on any Item of Equipment. Any payments made by any
such vendor or manufacturer pursuant to such warranty for any Item of Equipment shall be
payable to Lessee so long as no Default or Event of Default shall have occurred and be
continuing and after the occurrence and continuance of a Default or an Event of Default
shall be paid to the Security Trustee so long as the Lien of the Security Agreement shall
not have been discharged and thereafter shall be paid to the Lessor. Such payment is to be
used to repair or replace damaged components in accordance with this Section 11, if
feasible, and if not used, such amount shall be paid promptly to Lessor.

SECTION 12. Identification Marks; Inspection.

Lessee agrees, at Lessee's cost and expense, to place markings on the
Equipment by stencil or by a metal tag or plate affixed thereto showing Lessor's title
thereto and ownership thereof and the Security Trustee's interest therein; provided,
however, that such identification markings are to be placed so as not to interfere with the
usefulness and utility of such Item of Equipment. If during the Lease Term any such
identification marking shall be defaced or destroyed, Lessee shall cause such defaced or
destroyed identification marking to be restored or replaced. Lessee will cause each Item
of Equipment to be kept numbered with the road number and serial number as shall be set
forth in any Lease Supplement hereto extending this Lease to cover such Item of
Equipment. Lessee shall not allow the name of any other Person to be placed on any Item
of Equipment as a designation that might be identified as a claim of ownership or any
other interest therein; provided, that nothing herein contained shall prohibit Lessee or its
permitted sublessees from placing its customary colors and insignia on any Item of
Equipment or from naming each Item of Equipment. Lessee will not change the
identification number of any Item of Equipment unless and until (i) a statement of a new
number or numbers to be substituted therefor shall have been delivered to Security
Trustee and Lessor and filed, recorded and deposited by Lessee in all appropriate public
offices, including the public offices where this Lease and the Security Agreement shall
have been filed, recorded and deposited, and (ii) Lessee shall have furnished Lessor and
Security Trustee an opinion of counsel in form and substance reasonably satisfactory to
them to the effect that such statement has been so filed, recorded and deposited and that
such filing, recordation and deposit will protect Lessor's interest in such Items of
Equipment and the Security Interest of the Security Trustee under the Security
Agreement. Upon the reasonable request of Lessor, Lessee shall make the Equipment
available to Lessor for inspection and shall also make Lessee's records pertaining to the
Equipment reasonably available to Lessor for inspection, it being understood and agreed
that Lessor shall have no obligation to make such inspection and shall incur no liability for
failure to do so. During the continuance of a Default or an Event of Default, such
inspection shall be at Lessee's expense.

SECTION 13. Assignments and Subleases.

(a) By Lessee. Lessee will not, without the prior written consent of
Lessor, assign its lease of any Item of Equipment, or transfer or encumber its rights or
obligations hereunder, and any attempted assignment, transfer or encumbering by Lessee
shall be null and void; provided, however, subject to the receipt of any necessary
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regulatory approvals, Lessee may so long as no Default or Event of Default shall have
occurred and be continuing assign its lease of any Item of Equipment to an Affil iate which
is a "public utility company" within the meaning of the Public Util i ty Holding Company
Act of 1935 or a "public utility" within the meaning of the Federal Power Act without the
prior consent of Lessor if Lessee gives written notice and a copy of such assignment to
Lessor within 45 days after such assignment; provided, further, subject to the receipt of
any necessary regulatory approvals, Lessee may may so long as no Default or Event of
Default shall have occurred and be continuing without the prior consent of Lessor,
sublease any Item of Equipment to any Affiliate, railroad company or other Person for a
period not to exceed 270 days in accordance with customary industry practice so long as
such assignment or sublease does not cause the Items of Equipment to be "tax-exempt use
property" within the meaning of Section 168(h)(i) of the Code and so long as such
assignment or sublease does not extend beyond the end of the Lease Term. Any such
sublease or assignment shall be subject to pll the terms and conditions of this Lease and
Lessee's obligations hereunder shall continue in full force and effect as the obligations of a
principal and not of a surety irrespective of such sublease or assignment. Each sublease or
assignment permitted by this paragraph shall be expressly subject and subordinate to all of
the provisions of this Lease and to the rights and remedies of the Security Trustee under
the Security Agreement and Lessor under this Lease in respect of the Items of Equipment
covered by such sublease or assignment.

(b) Transfers by Lessor or Owner Participant. Lessor and Owner
Participant shall not be entitled to transfer their respective interests in this Lease and the
Trust Estate other than the assignment of this Lease by the Lessor to the Security Trustee
pursuant to the Security Agreement except in compliance with Section 3.12 of the Trust
Agreement, with respect to Lessor, and Section 3.6(d) of the Participation Agreement,
with respect to Owner Participant. No such transfer by Lessor or Owner Participant shall
interfere with Lessee's rights under this Lease with respect to Lessee's use of the Items of
Equipment. Lessee shall provide such information concerning the location of the
Equipment as Lessor may reasonably request in connection with any such transfer.

Upon written notice by Lessor to Lessee of any such sale or assignment,
Lessee shall thereafter make payments of all Fixed Rent and other sums due hereunder to
the party specified in such notice and such payments shall discharge the obligation of
Lessee to Lessor hereunder to the extent of such payments. Lessee shall be under no
obligation to any assignee of Lessor, except upon written notice of such assignment to
Lessee. Lessee hereby acknowledges and consents to the security interest and other rights
and interests granted to the Security Trustee pursuant to the Security Agreement. Such
notice is hereby given of the assignment of this Lease and all Rent and other payments to
be made to the Lessor hereunder to the Security Trustee under and pursuant to the
Security Agreement, and the Lessee agrees to make all payments of Rent in accordance
with the provisions of Section 6(d). Upon any such sale or assignment under this Section
13(b), Lessee shall not be required to execute any documents in connection therewith other
than a form of acknowledgment, any required Uniform Commercial Code Financing
Statements or any filings required by the ICC or AAR. Any expenses incurred in
connection with any such sale or assignment shall be borne solely by Lessor. Lessee shall
not be required to prepare any documents in connection with any such sale or assignment.
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SECTION 14. Liens.

Assuming that the Lease has been filed with the ICC, Lessee represents and
warrants to Lessor that at the t ime an Item of Equipment is accepted by it under the
Lease, such Item will be free and clear of all Liens except Permitted Encumbrances.
Lessee will not create, incur, assume or suffer to exist any Lien on or with respect to the
Equipment or any part or Item thereof, Lessor's title thereto, or any interest therein,
except Permitted Encumbrances. Lessee, at its own expense, will pay, satisfy and
otherwise take such actions as may be necessary to keep the Equipment free and clear of,
and to duly discharge or eliminate or bond in a manner satisfactory to Lessor, any such
Lien other than -Permitted Encumbrances if the same shall arise at any time during the
Lease Term. Lessee will notify Lessor upon becoming aware of any tax or other Lien
(other than any Lien excepted above) that shall attach to the Equipment or any Item of
Equipment.

SECTION 15. Loss, Damage or Destruction.

(a) Risk of Loss, Damage or Destruction. Lessee hereby assumes all risk
of loss, damage, theft, taking, destruction, confiscation or requisition, partial or complete,
of or to each Item of Equipment, however caused or occasioned, such risk to be borne by
Lessee with respect to each Item of Equipment from the Acceptance Date, and continuing
until the expiration or early termination of the Lease Term. Lessee shall promptly notify
Lessor of any loss or casualty damage (other than any such loss or damage which
constitutes an Event of Loss) to any Item or Items of Equipment where such loss or
damage is estimated to exceed the amount of self-insurance or deductible amount
maintained by the Lessee pursuant to and in accordance with Section 16 hereof. Lessee
shall, wi th in 90 days of notifying Lessor of such loss or casualty damage, not i fy Lessor
that Lessee intends to repair such Item or Items of Equipment and provide Lessor wi th an
estimated cost and t ime f rame with respect to such repairs.

(b) Payment of Stipulated Loss Value Upon an Event of Loss. If an Event
of Loss occurs with respect to an Item or Items of Equipment during the Lease Term,
Lessee shall, within thirty (30) days after the occurrence of such Event of Loss, inform
Lessor and Owner Participant in regard thereto and Lessee shall, on the Rent Payment
Date next following the date of such Event of Loss, pay (i) the greater of (a) Stipulated
Loss Value for such Item (computed as of such Rent Payment Date) or (b) the sum of (I)
Stipulated Loss Value for such Item (computed as of such Rent Payment Date) plus (II) 50%
of the excess of (A) the settlement amount for such Item determined in accordance with
Rule 107 of the Field Manual of the Interchange Rules of the AAR (or any successor
procedure for the settlement for cars destroyed in interchange service) over (B) Stipulated
Loss Value for such Item, plus (ii) the Fixed Rent and any Supplemental Rent due for such
Item or Items of Equipment on such Rent Payment Date, plus (i i i) all accrued and unpaid
Fixed Rent and any Supplemental Rent owing for such Item or Items of Equipment through
any prior Rent Payment Date. So long as no Default or Event of Default has occurred and
is continuing, any payments received by Lessor or by Lessee from any insurer or other
party (except Lessee) as a result of the occurrence of such Event of Loss will be applied in
reduction of Lessee's obligation to pay the foregoing amounts, if not already paid by
Lessee, or, if already paid by Lessee, will be applied to reimburse Lessee for its payment
of such amount, and any such payments in excess of the amounts described in clause (i)(b)
(I1)(A) of the first sentence of this Section 15(b) shall be paid to or retained by Lessor, and
after the occurrence and continuance of a Default or an Event of Default such payments
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shall be paid to the Security Trustee so long as the Lien of the Security Agreement shall
not have been discharged and thereafter shall be paid to the Lessor. Upon payment in full
of the amounts described in the first sentence of this Section 15(b), (A) the obligation of
Lessee to pay Fixed Rent hereunder with respect to such Item or Items of Equipment for
all Rental Periods commencing after the date of the payment of such amounts shall
terminate and the Lease Term of such Item or Items shall thereupon terminate, (B) Lessee
shall request the Lessor to execute a release with respect to such Item or Items of
Equipment releasing such Equipment from the Lease and shall request the Lessor to
request the Security Trustee, so long as the Lien of the Security Agreement remains
undischarged, to execute a release with respect to such Item or Items of Equipment
releasing such Equipment from the Lien of the Security Agreement and (C) Lessee shall, as
agent for Lessor, as soon as practicable, dispose of such Item or Items of Equipment in a
manner reasonably acceptable to Lessor.

(c) Application of Payments Not Relating to an Event of Loss. So long as
no Default or Event of Default shall have occurred and be continuing, any payments
(including, without l imitat ion, insurance proceeds) received at any t ime by Lessor or
Lessee from any governmental authority or other party with respect to any loss or damage
to any Item or Items of Equipment not constituting an Event of Loss, will be applied
directly in payment of repairs or for replacement of property in accordance with the
provisions of Section 11, 12 and 16 hereof, if not already paid by Lessee, or if already paid
by Lessee, shall be applied to reimburse Lessee for such payment, and any balance
remaining after compliance with said Sections with respect to such loss or damage shall be
retained by Lessor, and after the occurrence and continuance of a Default or an Event of
Default such payments shall be paid to the Security Trustee so long as the Lien of the
Security Agreement shall not have been discharged and thereafter shall be paid to the
Lessor. Lessee's obligation to pay all installments of Rent and other sums shall continue
for the duration of such requisitioning or taking unless and until the same shall become an
Event of Loss.

SECTION 16. Insurance.

Lessee will cause to be carried and maintained, at its sole expense, with
respect to the Equipment, (a) physical damage insurance insuring against physical loss or
damage to the Equipment, in an amount equal to the lower of (1) the full insurable value of
the Equipment, and (2) the Stipulated Loss Value of the Equipment, and (b) insurance
against liability for bodily injury, death and property damage resulting from the use,
operation, ownership and possession of the Equipment in an amount not less than
$10,000,000 per occurrence.

Such insurance policies shall: (i) name and insure the Lessor, in its individual
and trust capacities, Owner Participant, Security Trustee and each holder of a Note as
additional insureds under the comprehensive public liability insurance and under the
property insurance, shall insure the Security Trustee or, in the event the Lien of the
Security Agreement has been discharged, the Lessor, as sole loss payee under a standard
loss payee clause satisfactory to the Security Trustee or the Lessor, as the case may be,
(ii) with respect to property insurance, provide insurer's waiver its right of subrogation,
set-off or counterclaim or any other deduction, whether by attachment or otherwise, in
respect of any liability against any additional insured except for claims as shall arise from
the willful misconduct or gross negligence of such additional insured, (iii) wi th respect to
property insurance, provide that such insurance as to the interest of the Lessor, Owner
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Participant, Security Trustee and each holder of a Note shall not be invalidated by any
action or inaction of Lessee or any other Person (other than such claimant), regardless of
any breach or violation of any warranty, declaration or condition contained in such policies
by the Lessee or any other Person (other than such claimant), (iv) with respect to property
insurance, provide that all such insurance is primary without right of contribution from
any other insurance which might otherwise be maintained by the Lessor or any assignee
under Section 13(b) and shall expressly provide that all provisions except the l imits of
liability, shall operate in the same manner as if there were a separate policy covering each
such additional insured, (v) provide therein or by endorsement that thirty (30) days prior
written notice of expiration, cancellation or modification shall be given to the Lessor,
Owner Participant, Security Trustee and each holder of a Note and shall provide that such
cancellation, change or modification shall not be effective during such 30 day period as to
any of the Lessor, Owner Participant, Security Trustee and each holder of a Note, and (vi)
provide that no additional insured shall have any obligation or liability for premiums in
connection with such insurance.

Lessee shall furnish the Lessor, Owner Participant, Security Trustee and
each holder of a Note with certificates or other satisfactory evidence of maintenance of
the insurance so required and shall furnish binders or other formal confirmation reasonably
acceptable to the Lessor evidencing renewals thereof as soon as practicable but in no
event later than three (3) Business Days prior to such renewal and certificates of insurance
within thirty (30) days after such renewal is effected or the expiration date of the original
policy or policies, as the case may be. All other terms of insurance shall be in accordance
with such insurance carried by Lessee or its Affiliates with respect to other railcars in its
fleet.

If the loss covered by said physical damage insurance is less than $2,500,000,
the proceeds of such insurance shall be payable to Lessee provided that no Default or
Event of Default shall have occurred and be continuing and after the occurrence and
continuance of a Default or an Event of Default such proceeds shall be paid to the
Security Trustee so long as the Lien of the Security Agreement shall not have been
discharged and thereafter shall be paid to the Lessor. If such loss equals or exceeds
$2,500,000, the proceeds of such insurance shall be payable to the Security Trustee or, in
the event that the Lien of the Security Agreement has been discharged, the Lessor
provided that the Security Trustee or the Lessor, as the case may be, shall, so long as no
Default or Event of Default has occurred or is continuing, remit all such insurance
proceeds to Lessee at such time as Lessee either (i) provides Lessor evidence that the
damage has been repaired and the Equipment has been restored to good working order and
condition or (ii) has paid to Lessor or Security Trustee, as the case may be, the amounts
otherwise due to Lessor on loss of such Equipment pursuant to Section 15(b) hereof.
Lessee's obligation to maintain insurance with respect to any Item of Equipment shall
commence on the Acceptance Date of such Item of Equipment and shall run until the
earliest to occur of (x) the date on which such Item of Equipment is sold, pursuant to
Section 19 hereof, (y) the termination of this Lease with respect to such Items of
Equipment pursuant to and in accordance with Section 27 hereof, or (z) the return of the
Equipment to the Lessor in accordance with Section 5 hereof. Upon the execution and
delivery of this Lease, certificates of the insurance coverage required by this Section 16
shall be delivered by Lessee to Lessor. Lessee covenants that it will not use or operate or
permit the use or operation of any Item of Equipment at any time when the insurance
required by this Section 16 is not in force with respect to such Item of Equipment and will
not use the Equipment in a manner which would violate the terms and provisions of such
insurance policies. If Lessee shall fail to cause the insurance required under this Section
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16 to be carried and maintained, Lessor may provide such insurance and Lessee shall
reimburse Lessor upon demand for the cost thereof as Supplemental Rent hereunder. So
long as no Event of Default has occurred and is continuing, Lessee may self-insure or
maintain deductible provisions for the first $2,500,000 of the coverages specified in
clauses (a) and (b) of the first sentence of this Section 16.

Nothing in this Section 16 shall prohibit Lessor, Owner Participant, Security
Trustee or a holder of a Note from obtaining insurance for its own account and any
proceeds payable thereunder shall be as provided in the insurance policy relating thereto;
provided that no such insurance may be obtained that would l imi t or otherwise adversely
affect the coverage of any insurance to be obtained or maintained by Lessee pursuant to
this Section 16.

SECTION 17. NO WARRANTIES.

LESSEE LEASES THE EQUIPMENT AS-IS, WHERE-1S, WITH ALL FAULTS,
AND IN WHATEVER CONDITION IT MAY BE. NEITHER LESSOR, NOT BEING THE
MANUFACTURER OR VENDOR OF THE EQUIPMENT, NOR OWNER PARTICIPANT NOR
SECURITY TRUSTEE MAKES OR HAS MADE OR SHALL BE DEEMED TO MAKE OR
HAVE MADE, ANY REPRESENTATION OR W A R R A N T Y , EITHER EXPRESSED OR
IMPLIED, AS TO ANY MATTER WHATSOEVER, INCLUDING, WITHOUT LIMITATION,
THE DESIGN, OPERATION OR CONDITION OF THE EQUIPMENT, ITS
MERCHANTABILITY, VALUE, DURABILITY, SUITABILITY OR ITS FITNESS FOR ANY
PARTICULAR USE OR PURPOSE, LESSOR'S TITLE THERETO, LESSEE'S RIGHT TO THE
QUIET ENJOYMENT THEREOF, THE QUALITY OF THE MATERIAL OR WORKMANSHIP
OF THE EQUIPMENT, OR THE CONFORMITY OF THE EQUIPMENT TO THE
PROVISIONS AND SPECIFICATIONS OF ANY PURCHASE ORDER OR ORDERS
RELATING THERETO, AND EACH OF LESSOR, OWNER PARTICIPANT AND SECURITY
TRUSTEE HEREBY DISCLAIMS ANY SUCH REPRESENTATION OR W A R R A N T Y (WHICH
DISCLAIMER LESSEE HEREBY ACKNOWLEDGES). WITHOUT LIMITING THE
GENERALITY OF THE FOREGOING, NEITHER LESSOR NOR OWNER PARTICIPANT
NOR SECURITY TRUSTEE SHALL BE LIABLE OR RESPONSIBLE FOR ANY DEFECTS,
EITHER PATENT OR LATENT (WHETHER OR NOT DISCOVERABLE BY LESSEE), IN
THE EQUIPMENT, OR FOR ANY DIRECT OR INDIRECT DAMAGE TO PERSONS OR
PROPERTY RESULTING THEREFROM, OR FOR LESSEE'S LOSS OF USE OF THE
EQUIPMENT OR FOR ANY INTERRUPTION IN LESSEE'S BUSINESS CAUSED BY
LESSEE'S INABILITY TO USE THE EQUIPMENT FOR ANY REASON WHATSOEVER, ALL
OF WHICH ITEMS OF EQUIPMENT WERE SELECTED BY LESSEE ON THE BASIS OF ITS
OWN JUDGMENT WITHOUT RELIANCE UPON ANY STATEMENTS, REPRESENTATIONS
OR WARRANTIES MADE BY OWNER TRUSTEE, OWNER PARTICIPANT OR SECURITY
TRUSTEE, IT BEING AGREED THAT ALL SUCH RISKS, AS BETWEEN LESSOR,
WHETHER IN ITS INDIVIDUAL CAPACITY OR AS TRUSTEE, OWNER PARTICIPANT,
SECURITY TRUSTEE AND THE HOLDER OF ANY NOTE ON THE ONE HAND AND
LESSEE ON THE OTHER HAND, ARE TO BE BORNE BY LESSEE.

Neither Lessor, Owner Participant nor Security Trustee shall have any
responsibility or liability to Lessee or any other person with respect to any of the
following: (i) any liability, loss or damage caused or alleged to be caused directly or
indirectly by any Item of Equipment or by any inadequacy thereof or deficiency or defect
therein or by any other circumstances in connection therewith; (ii) the use, operation or
performance of any Item of Equipment or any risks relating thereto; (iii) any interruption
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of service, loss of business or anticipated profits or consequential damages; or (iv) the
delivery, operation, servicing, maintenance, repair, improvement or replacement of any
Item of Equipment. Lessee's delivery of a Lease Supplement relating to an Item of
Equipment shall be conclusive evidence as between Lessee and Lessor that such Item of
Equipment is in all respects satisfactory to Lessee, and Lessee will not assert any claim of
any nature whatsoever against Lessor, Owner Participant or Security Trustee based on any
of the foregoing matters.

So long as an Event of Default shall not have occurred and be continuing, and
so long as the Equipment shall be subject to this Lease and Lessee shall be entitled to
possession of the Equipment hereunder, Lessor authorizes Lessee, at Lessee's expense, to
assert for Lessor's account, all rights and powers of Lessor under any manufacturer's,
vendor's or dealer's warranty on the Equipment or any part thereof; provided, however,
that Lessee shall indemnify, protect, save, defend and hold harmless Lessor from and
against any and all claims, and all costs, expenses, damages, losses and liabilities incurred
or suffered by Lessor in connection therewith, as a result of, or incident to, any action by
Lessee pursuant to the foregoing authorization, and that Lessee shall provide Lessor with
prior written notice of any action Lessee proposes to take on Lessor's behalf pursuant to
the foregoing authorization.

SECTION 18. Events of Default.

Any of the following events shall constitute an Event of Default:

(a) Lessee shall fail to make any payment of Interim Rent or Fixed Rent
within five (5) Business Days after the same is due and payable or any Supplemental
Rent within ten (10) Business Days after receipt of written notice by Lessee; or

(b) Lessee shall fail to observe or perform any of the covenants or
agreements of Lessee set forth in the first and second paragraphs of Section 16, the
first sentence of Section 5, or the last sentence of Section 10 hereof; or

(c) any representation or warranty made by Lessee herein, or in any
Lessee Agreement (other than the Tax Indemnification Agreement) or any
certificate furnished in connection herewith or therewith shall prove to have been
incorrect in any material respect when such was made and shall remain material
and materially incorrect at the t ime in question, unless the fact, circumstance or
condition that is the subject of such representation or warranty is made true within
30 days after notice thereof shall have been given to Lessee; or

(d) Lessee shall fail to perform or observe any covenant, condition, or
agreement to be performed or observed by it under any Lessee Agreement, or in
any agreement or certificate furnished in connection herewith, and such fai lure
shall continue unremedied for thirty (30) days after receipt of written notice by
Lessee specifying such failure and demanding the same to be remedied; provided
that, no such default shall be deemed an Event of Default if (i) such default is
curable but cannot be cured within such thirty (30) day period, and (ii) Lessee is
diligently pursuing such cure and effects such cure within 360 days of the date of
such default or before the last day of the Lease Term, whichever shall occur first;
or
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(e) Lessee becomes insolvent (however such insolvency may be evidenced)
or admits insolvency or bankruptcy or its inability to pay its debts as they mature,
makes an assignment for the benefit of creditors or applies for or consents to the
appointment of a custodian, trustee or receiver for Lessee, or for the major part of
its property or commences a voluntary case under any applicable bankruptcy,
insolvency or other similar law now or hereafter in effect; or

(f) a proceeding shall have been instituted in a court having jurisdiction
in the premises, seeking a decree or order (i) for relief in respect of Lessee in an
involuntary case under any applicable bankruptcy, reorganization, insolvency or
other similar law now or hereafter in effect or (ii) for the appointment of a
custodian, receiver, trustee or similar official of Lessee or of its property, or (iii)
for the winding up or liquidation of the affairs of Lessee, and either (I) any such
proceeding shall remain undismissed or unstayed and in effect for a period of 60
consecutive days or (II) such court shall enter a decree or order granting the relief
sought in such proceeding or Lessee shall consent to such entry.

SECTION 19. Remedies Upon Default.

Upon the occurrence of any Event of Default, Lessor may exercise one or
more of the following remedies as Lessor in its sole discretion shall elect:

(a) Lessor may terminate this Lease, without prejudice to any other
remedies of Lessor hereunder, with respect to all or any Item of Equipment, and
may enter the premises of Lessee to' take immediate possession of the Equipment
and remove all or any Item of Equipment by summary proceedings or otherwise, or
may cause Lessee, at Lessee's expense, to surrender and deliver possession of the
Equipment or such Item in the same manner as provided in Section 5 hereof;

(b) Lessor may hold, keep idle or lease to others the Equipment or any
Item of Equipment, as Lessor in its sole discretion may determine, free and clear of
any rights of Lessee and without any duty to account to Lessee with respect to such
action or inaction or for any proceeds with respect thereto, except that Lessee's
obligation to pay Fixed Rent for any Rental Periods commencing after Lessee shall
have been deprived of possession pursuant to this Section 19 shall be reduced by the
net proceeds, if any, received by Lessor from leasing the Equipment or such Item to
any Person other than Lessee for the same Rental Periods or any portion thereof;

(c) Lessor may sell the Equipment or any Item of Equipment at public or
private sale as Lessor may determine, free and clear of any rights of Lessee, and
Lessee shall pay to Lessor, as liquidated damages for loss of a bargain and not as a
penalty (in lieu of the Fixed Rent due for the Equipment so sold for any Rental
Period commencing after the date on which such sale occurs), all unpaid Fixed Rent
payable for all Rental Periods up to and including the Rental Period in which such
sale occurs, plus an amount equal to the excess, if any, of (i) the Stipulated Loss
Value of the Equipment so sold, computed as of the Rent Payment Date coincident
with or next following the date of such sale, over (ii) the net proceeds of such sale;

(d) Lessor, by written notice to Lessee, may demand that Lessee pay to
Lessor, and Lessee shall pay to Lessor, as liquidated damages for loss of a bargain
and not as a penalty (in lieu of the Fixed Rent due for any Item(s) of Equipment for
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any Rental Period commencing after the Event of Default and in lieu of the
exercise by Lessor of its rights under such subsection (c) above with respect to the
same Item(s) of Equipment), all unpaid Fixed Rent payable therefor for all Rental
Periods up to and including the Rental Period in which the Event of Default occurs,
plus whichever of the following amounts Lessor, in its sole discretion, shall specify
in such notice: (i) an amount, with respect to each Item of Equipment, equal to the
excess, if any, of the Fixed Rent payable for such Item of Equipment for the
remainder of the then current Lease Term, over the fair market rental value of
such Item of Equipment for the remainder of the then current Lease Term, after
discounting such excess to present worth as of the payment date specified in such
notice at the interest rate of the Notes(s); or (ii) an amount, with respect to each
Item of Equipment, equal to the excess, if any, of the Stipulated Loss Value of such
Item of Equipment computed as of the Rent Payment Date coincident with or next
following the Event of Default, over the fair market sales value of the Equipment
as of the said date;

(e) Lessor may proceed by appropriate court action to enforce the terms
hereof or to recover damages for the breach hereof or to rescind this Lease; and

(f) Lessor may exercise any other right or remedy which may be
available to it under applicable law.

For the purpose of subsection (d) above, the "fair market rental value" or the
"fair market sales value" of the Equipment shall mean such value as has been determined
by an independent qualified appraiser, selected by Lessor and reasonably acceptable to
Lessee and the cost of any such appraisal shall be borne by Lessee.

No remedy referred to in this Section 19 is intended to be exclusive, but
each shall be cumulative and may be exercised concurrently or consecutively and shall be
in addition to any other remedy referred to above or otherwise available to Lessor at law
or in equity, and the exercise in whole or in part by Lessor of any one or more of such
remedies shall not preclude the simultaneous or later exercise by Lessor of any or all such
other remedies. Lessee hereby waives any mandatory requirements of law, now or
hereafter in effect, which might limit or modify the remedies herein provided, to the
extent that such waiver is effective under applicable law. Lessee hereby waives any and
all existing or future claims to any offset against the rent payments due hereunder, and
agrees to make such payments regardless of any offset or claim which may be asserted by
Lessee or on its behalf. Except as otherwise provided in this Lease, Lessee, to the full
extent effective under applicable law, hereby waives all statutory or other legal
requirements for any notice of any kind, any other requirements with respect to the
enforcement of Lessor's rights under this Lease and any and all rights of redemption. No
waiver by Lessor of any Event of Default hereunder shall in any way be, or be construed to
be, a waiver of any future or subsequent Event of Default.

In addition, the Lessee shall be liable for any and all unpaid Rent due
hereunder before or during the exercise of any of the foregoing remedies and for all
reasonable legal fees and other costs and expenses incurred by reason of the occurrence of
any Default or Event of Default or the exercise of the Lessor's remedies with respect
thereto, including without limitation, the repayment in full of any costs and expenses
necessary to be expended in repairing or modifying any Item in order to cause it to be in
compliance with all maintenance and regulatory standards imposed by this Lease.
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Upon the date of termination of this Lease by Lessor pursuant to Sec-
tion 19(a), Lessee shall, without expense to the Lessor, promptly redeliver the Items of
Equipment or cause the Items of Equipment to be redelivered, to the Lessor with all
reasonable dispatch, in the same manner and in the same condition as if such Items of
Equipment were being redelivered on the last day of the Lease Term in accordance with
the provisions of Section 5, and all obligations of the Lessee under Section 5(b) shall apply
to such redelivery. Lessor, without further notice, may, but shall be under no obligation
to, retake such Items of Equipment wherever found, without the Lessor incurring any
liability by reason of such retaking, whether for the restoration of damage to property
caused by such retaking or otherwise.

Without in any way limiting the obligation of Lessee under the foregoing
provisions of this Section, Lessee hereby irrevocably appoints Lessor as the "agent and
attorney of Lessee with full power and authority to, upon the occurrence and continuance
of an Event of Default hereunder, exercise Lessor's rights under this Section, at any time
while Lessee is obligated to deliver possession of any Item of Equipment to Lessor, to
demand and take possession of such Item of Equipment in the name and on behalf of
Lessee from whomever shall then be in possession of such Item.

SECTION 20. Lessor's Right to Perform for Lessee

If Lessee fails to perform or comply with any of its agreements or covenants
contained herein, Lessor may (but shall not be obligated to) itself, after notice to Lessee,
perform or comply with such agreement or covenant or make advances to perform the
same, and the amount of the reasonable expenses of Lessor incurred in connection with the
performance of or compliance with such agreement or covenants, shall, if not paid by
Lessee to Lessor on demand, be payable as Supplemental Rent hereunder.

SECTION 21. Late Charges.

Lessee shall pay to Lessor as Supplemental Rent, to the extent permitted by
applicable law, interest on any amount of Interim Rent, Fixed Rent and on any
Supplemental Rent which is not paid when due, for any period for which the same is
overdue (without regard to any grace period) at a rate equal to the Late Rate.

SECTION 22. Covenant of Quiet Enjoyment.

During the Lease Term of any Item of Equipment hereunder and so long as no
Default or Event of Default has occurred and is continuing, Lessor covenants and agrees
that Lessee shall have the right to uninterrupted use and enjoyment of such Item on the
terms and conditions provided herein without any interference from Lessor or Owner
Participant or those claiming through or against Lessor (other than claims of mechanics,
suppliers, materialmen and laborers for work or services performed or materials furnished
in connection with the Equipment or any Item thereof which are claims by or through the
Lessor), including, but not limited to any assignee or lender or mortgagee of Lessor or
Owner Participant. For purposes of this Section 22, the delivery of notices of default or
nonperformance delivered under and pursuant to Section 18 shall not be deemed to
constitute a violation of this Section 22.
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SECTION 23. Other Documents.

Except as otherwise provided herein, Lessee will, at Lessor's expense,
execute and deliver to Lessor such other documents, including, without limitation, such
amendments to this Lease as may be reasonably required by Lessor, and Uniform
Commercial Code financing statements and continuation statements and any filings
required by the ICC or the AAR.

SECTION 24. Notices and Requests.

Unless otherwise expressly specified or permitted by the terms hereof, all
communications and notices provided for herein shall be in writing or by a
telecommunications device capable of creating a written record, and any such notice shall
become effective (a) upon personal delivery thereof, including, without limitation, by
overnight express mail and courier service, (b) five (5) days after the date on which it shall
have been mailed by United States mail, certified or registered, postage prepaid, return
receipt requested, or, (c) in the case of notice by such a telecommunications device, upon
confirmation of receipt by such device with confirmation delivered by overnight express
mail, in each case addressed to each party hereto at its address set forth below or, in the
case of any such party hereto, at such other address as such party may from time to t ime
designate by written notice to the other parties hereto:

If to Lessee: Indiana Michigan Power Company
c/o American Electric Power Service

Corporation
1 Riverside Plaza
Columbus, Ohio 43215
Attention: Senior Vice President - Finance
Fax No.: (614) 223-1687 .
Confirmation No.: (614) 223-2860

If to Lessor: The Connecticut National Bank, as Trustee under
Indiana Michigan Trust No. 90-1

777 Main Street
Hartford, Connecticut 06115
Attention: Corporate Trust

Administration
Fax No.: (203) 240-7920

All notices required to be delivered under this Lease to Lessor shall, so long as the Lien of
the Security Agreement shall not have been discharged, also be delivered to the Security
Trustee.

SECTION 25. Lessee's Renewal and Purchase Options.

(a) Lessee's Renewal Option. If (i) no Default or Event of Default shall
have occurred and be continuing, and (ii) this Lease shall not have been earlier terminated,
Lessee shall be entitled, at its option upon written notice to Lessor, as hereinafter
provided, to renew this Lease with respect to any Item(s) of Equipment then subject to this
Lease for two Renewal Terms. The first, Renewal Term of any Item of Equipment shall be
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for a period of f ive years. The second Renewal Term of any Item of Equipment shall be
for a period of at least one year, as selected by Lessee, but in no event shall such Renewal
Term when added to the Interim Term, the Basic Term and all other Renewal Terms
exceed 80% of the economic life of such Item(s) of Equipment determined in the manner
described in Section 25(c) hereof. All of the provisions of this Lease shall be applicable
during each Renewal Term for each such Item of Equipment, except that, during each
Renewal Term, Fixed Rent shall be the fair market rental value thereof determined in
accordance with Section 25(c) hereof, and said Fixed Rent shall be payable quarterly in
arrears during each Renewal Term, on the twenty-seventh day of each calendar quarter
thereof; provided, however, that the Fixed Rent payable during the first Renewal Term of
an Item of Equipment shall not exceed 50% of the mean average amount of each
installment of Fixed Rent payable in respect of such Item during the Basic Term.
Stipulated Loss Values and Termination Values for each Item of Equipment on any Rent
Payment Date during any Renewal Term shall be an amount equal to Stipulated Loss Value
or the Termination Value, as the case may be, for such Item of Equipment determined as
of the last Rent Payment Date of the Basic Term. If Lessee intends to exercise said
renewal option with respect to any of said Renewal Terms, Lessee shall give written
irrevocable notice to Lessor to such effect at least one hundred and twenty (120) days
prior to the expiration of the Basic Term or Renewal Term of such Item(s) of Equipment.

(b) Lessee's Purchase Option. If (i) no Default or Event of Default shall
have occurred and be continuing, and (ii) this Lease shall not have been earlier terminated,
Lessee shall be entitled, at its option, upon written notice to Lessor as hereinafter
provided, to purchase any Item(s) of Equipment then subject to this Lease on the date
immediately following the date of the expiration of the Basic Term of each such Item of
Equipment or, as the case may be, the expiration of the then Renewal Term of each such
Item of Equipment, for an amount, with respect to each such Item of Equipment, payable
in immediately available funds, equal to the fair market sales value thereof determined in
accordance with Section 25(c) hereof, plus any applicable sales, excise or other taxes
imposed as a result of such sale (other than gross or net income taxes attributable to such
sale). If Lessee intends to exercise said purchase option, Lessee shall give written
irrevocable notice to Lessor to such effect at least one hundred and twenty (120) days
prior to the expiration of the Basic Term or Renewal Term of such Item(s) of Equipment.
In the event that Lessee exercises its purchase option under this Section 25(b), Lessor shall
execute and deliver to Lessee a bill of sale, in which Lessor transfers the Item to Lessee
"as is" and represents only that it is transferring whatever title was transferred to it, free
and clear of all liens in favor of any person claiming by, through or under Lessor, in a form
reasonably acceptable to Lessee, upon payment of the sale price by Lessee.

(c) Determination of Fair Market Sales Value and Fair Market Rental
Value; Appraisal Procedure. If Lessee has elected to exercise its renewal option, as
provided in Section 25(a) hereof, or has elected to exercise its purchase option, as provided
in Section 25(b) hereof, then as soon as practicable following Lessor's receipt of the
written notice from Lessee of Lessee's intent to exercise such option with respect to any
Item(s) of Equipment (to the extent permitted by Section 25(a) and (b) hereof), Lessor and
Lessee shall consult for the purpose of determining the fair market rental value or fair
market sales value, as the case may be, of each such Item of Equipment as of the end of
the Basic Term thereof, or, if this Lease has been renewed pursuant to Section 25(a)
hereof, then as of the end of the then current Renewal Term thereof, and in the event this
Lease is being renewed, the economic life of such Equipment as set forth in Section 25(a)
and any values or economic life agreed upon in writing shall constitute such fair market
rental value, fair market sales value or economic life of each such Item of Equipment for
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the purposes of this Section 25. If Lessor and Lessee fail to agree upon such values or
economic life sixty (60) days prior to the expiration of the Basic Term, or, if this Lease
has been so renewed, the then current Renewal Term, of such Item(s) of Equipment, either
party may request, by written notice to the other, that such values or economic life be
determined by the appraisal procedure hereinafter specified.

For all purposes of this Section 25, fair market sales value and fair market
rental value shall be determined on the basis of, and shall equal in value, the amount which
would be obtained in an arm's-length transaction between an informed and willing buyer-
user or lessee (other than a lessee currently in possession) and an informed and willing
seller or Lessor under no compulsion to sell or lease, and in such determination, costs of
removal from the location of current use shall not be a deduction from such value.

In the event Lessor and Lessee fail to agree upon such fair market sales
value or fair market rental value, as the case may be, or such economic life of any Item(s)
of Equipment, and either Lessor or Lessee shall have requested a determination of such
values or such economic life, Lessor and Lessee shall consult for the purpose of appointing
a qualified independent appraiser by mutual agreement. If no such appraiser is so
appointed within 5 Business Days after such notice is given, each party shall appoint an
independent appraiser within 10 Business Days after such notice is given, and the two
appraisers so appointed shall within 5 Business Days after such notice is given appoint a
third independent appraiser. If no such third appraiser is appointed within 5 Business Days
after such notice is given, either party may request the American Arbitration Association
to make such appointment, and both parties shall be bound by any such appointment. The
above-described procedure shall be from t ime to time referred to as the "Appraisal
Procedure".

Any appraiser or appraisers appointed pursuant to the foregoing procedure
shall be instructed to determine the fair market sales value and/or the fair market rental
value, as the case may be, and the economic life, if applicable, of such Item(s) of
Equipment within 30 days after the appointment of such appraiser(s). If the parties shall
have appointed a single appraiser, its determination of value and economic life shall be
final. If three appraisers shall be appointed, the values and the economic life, if
applicable, determined by the three appraisers shall be averaged, and, unless such average
shall equal the value and the economic life, if applicable, determined by the middle
appraisal (in which event such average shall be final), the determination which differs
most from such average shall be excluded, the remaining two determinations shall be
averaged and such average shall be final. The fees and expenses of any appraiser
appointed under this Section 25(c) shall be shared equally by Lessor and Lessee.

SECTION 26. Financial Information; Reports.

(a) Lessee agrees to furnish Lessor, the Security Trustee and each holder
of a Note (1) within 120 days after the close of its fiscal year, an annual report of Lessee,
consisting of its audited financial statements including balance sheets as of the end of
such fiscal year, statements of income and cash flows for the year then ended with all
notes thereto in each case certified as true and correct by the auditor thereof; (2) within
90 days after the close of each of the first three quarterly periods of Lessee's fiscal year,
a balance sheet of Lessee as of the end of such quarter, and comparative statements of
income and cash flows for such quarter; (3) promptly upon Lessee obtaining knowledge that
there has occurred and is continuing any condition, event, act or omission which
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constitutes a Default or an Event of Default or a Lien (other than Permitted
Encumbrances) on the Equipment, notice of such condition, event, act or omission and the
steps which Lessee has taken or is taking to remedy the same; and (4) such additional
information concerning the location, condition, use and operation of the Equipment and
financial condition and operations of Lessee as Lessor, Security Trustee or such holder
may from time to time reasonably request.

(b) Lessee shall permit any person designated by Lessor to visit and
inspect the Equipment and the records (and to make copies thereof) maintained in
connection therewith, all at such reasonable times as Lessor may reasonably request.

SECTION 27. Voluntary Termination for Obsolescence.

So long as no Default or Event of Default shall have occurred and be
continuing hereunder, Lessee shall have the right at its option on or after December 27,
1995 on at least one hundred eighty (180) days' prior irrevocable written notice to Lessor,
to terminate this Lease with respect to any such ltem(s) of Equipment then leased
hereunder if, in Lessee's good faith opinion as evidenced by a certificate of the President,
any Vice President or the Chairman of the Board of the Lessee, such Item(s) shall have
become no longer useful in, or surplus to, Lessee in its business, such termination to be
effective on the Rent Payment Date specified in such notice (for purposes of this Section
27, called the "termination date"), upon payment to Lessor of the sum of (i) the
installment of Fixed Rent due on such Rent Payment Date, (ii) any Rent or other sums due
and owing on or in respect of the Equipment, ( i i i ) an amount equal to the Termination
Value of such Equipment as of the date of such termination, and (iv) an amount equal to
the Make Whole Premium then due and payable by Lessor on the Notes under and pursuant
to Section 6.2 of the Security Agreement. If Lessee shall fail to pay all amounts due under
and pursuant to this Section 27, this Lease shall continue in full force and effect and it
shall be deemed that Lessee has rescinded its notice of termination. Lessee shall not be
entitled to terminate this Lease pursuant to this Section 27 more than one t ime during any
12 consecutive month period during the Lease Term. During the period from the giving of
such notice until the termination date, Lessee, as non-exclusive agent for Lessor, shall use
its reasonable efforts to secure the highest obtainable bids for the purchase of such Item(s)
and in the event it receives any bid during such period, Lessee shall promptly certify to
Lessor in writing the amount and terms of such bid and the name and address of the party
submitting such bid. Lessor or the Owner Participant may obtain bids, but shall be under
no duty to solicit bids, inquire into the efforts of Lessee to obtain bids or otherwise take
any action in connection with arranging such sale. On the termination date, Lessee shall
deliver possession of such Item(s) to the bidder, if any, which shall have submitted the
highest bid during such period, and Lessor shall, without recourse or warranty,
simultaneously therewith sell such Item(s) on an "as-is", "where-is" basis for cash to such
bidder. Neither Lessee nor any person, f i rm or corporation, Affiliated with Lessee, may
purchase any such Item(s) of Equipment.

Upon, but not until, payment by the Lessee of all sums required to be paid
pursuant to this Section 27, including without limitation the Make Whole Premium payable
thereunder, Lessor shall sell the Equipment for cash to the highest bidder certified by
Lessee or obtained by Lessor or the Owner Participant and the proceeds realized at such
sale in an amount equal to the sum of the amounts specified in clauses (iii) and (iv) of the
first sentence of the first paragraph of this Section 27 shall be retained by Lessee and any
proceeds in excess of such amounts specified in such clauses shall be retained by Lessor;
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provided further that the Owner Participant shall have the option to retain the Equipment
upon payment to Lessee of an amount equal to the lesser of such highest bid (if any) or the
Termination Value paid by Lessee to Lessor pursuant to this Section 27 as reimbursement
to Lessee of the Termination Value paid by Lessee to Lessor pursuant to this Section 27.
Upon, but not until, disposition of the Equipment and payment of the sums required by this
Section 27, including without limitation the Make Whole Premium payable thereunder, this
Lease shall terminate with respect to the Equipment. In disposing of the Equipment
pursuant to this Section, Lessee shall take such action as Lessor or the Owner Participant
shall reasonably request to terminate any contingent liability which Lessor or the Owner
Participant might have arising after such disposition.

SECTION 28. Consolidation, Merger and Sale of All Assets.

Lessee will not merge or consolidate with any other corporation or sell, lease
or otherwise dispose of all or substantially all of its assets to any person, f i rm or
corporation unless (a) immediately after such transaction, no Default or Event of Default
shall have occurred and be continuing, and (b) the corporation which is to be the surviving
or acquiring corporation in such transaction (5) shall be a corporation organized and
existing under the laws of the United States of America or a state thereof, (ii) shall be
either a "public utility company" within the meaning of the Public Uti l i ty Holding
Company Act of 1935 or a "public utility" within the meaning of the Federal Power Act,
and (iii) shall, if the surviving or acquiring corporation is other than Lessee, by agreement
in writing, satisfactory to the Participants, expressly assume the due and punctual
payment of the Rent and other sums due and to become due under this Lease, the
Participation Agreement and the Tax Indemnification Agreement and the Participants
shall have received an opinion of counsel reasonably satisfactory to the Participants, in
form and substance reasonably satisfactory to them, to the effect that the instrument of
assumption has been duly authorized, executed and delivered and constitutes the legal,
valid and binding contract and agreement of the surviving corporation enforceable in
accordance with its terms, except as enforcement of such terms may be limited by
bankruptcy, insolvency, reorganization, moratorium or other similar laws affecting the
enforcement of creditors' rights generally.

SECTION 29. Miscellaneous.

The parties hereto agree that the other party shall not by act, delay,
omission or otherwise be deemed to have waived any of its rights or remedies hereunder
unless such waiver is given in writing. A waiver on one occasion shall not be construed to
be a waiver on any other occasion. The captions in this Lease are for convenience of
reference only and shall not be deemed to affect the meaning or construction of any of the
provisions hereof. Any provision of this Lease which is prohibited or unenforceable in any
jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or
unenforceability without invalidating or diminishing Lessor's or Lessee's rights under the
remaining provisions hereof, and any such prohibition or unenforceability in any
jurisdiction shall not invalidate or render unenforceable such provision in any other
jurisdiction. No term or provision of this Lease may be amended, altered, waived,
discharged or terminated orally, but may be amended, altered, waived, discharged or
terminated only by an instrument in writing signed by a duly authorized officer of the
party against which the enforcement of the amendment, alteration, waiver, discharge or
termination is sought. All of the covenants, conditions and obligations contained in this
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Lease shall be binding upon and shall inure to the benefit of the respective successors and
assigns of Lessor and Lessee. This Lease, each Lease Supplement and each related
instrument, document, agreement and certificate, collectively constitute the entire
agreement of Lessor and Lessee with respect to the acquisition and leasing of the
Equipment, and cancel and supersede any and all prior oral or written understandings with
respect thereto. This Lease shall in all respects be governed by, and construed in
accordance with, the laws of the State of New York, including all matters of construction,
validity and performance.

SECTION 30. Third-Party Beneficiaries.

Nothing in this Lease shall be deemed to create any right in any person not a
party hereto (other than Owner Participant, Security Trustee and each holder from time to
time of a Note and the permitted successors and assigns of any such person and any party
hereto) and this instrument shall not be construed in any respect to be a contract in whole
or in part for the benefit of a third party except as aforesaid.

SECTION 31. Liability of Lessor Limited.

It is expressly agreed, anything herein to the contrary notwithstanding, that
each and all of the representations, warranties, covenants, undertakings and agreements
herein made on the part of Lessor are made and intended not as personal representations,
warranties, covenants, undertakings and agreements by The Connecticut National Bank, or
for the purpose or with the intention of binding The Connecticut National Bank personally,
but are made and intended for the purpose of binding only the Trust Estate, and this Lease
is executed and delivered by The Connecticut National Bank not in its own right but solely
in the exercise of the powers expressly conferred upon it as trustee under the Trust
Agreement; and no personal liability or personal responsibility, except in the case of
willful misconduct or gross negligence of Lessor (other than with respect to the handling
of funds, in which case Lessor shall be accountable for its failure to exercise ordinary
care), is assumed by or shall at any time be asserted or enforceable against The
Connecticut National Bank on account of this Lease or on account of any representation,
warranty, covenant, undertaking or agreement of Lessor, either expressed or implied
herein, all such personal liability, if any, being expressly waived and released by Lessee
and by all persons claiming by, through or under it, and that all recourse against The
Connecticut National Bank under this Lease shall be limited to the Trust Estate.

SECTION 32. Execution.

This Lease may be executed in any number of counterparts and by the
different parties hereto on separate counterparts (or upon separate signature pages bound
together into one or more counterparts), each of which when so executed and delivered
shall be an original, but all such counterparts shall together constitute but one and the
same instrument. To the extent, if any, that this Lease or any Lease Supplement
constitutes chattel paper or other collateral within the meaning of the Uniform
Commercial Code (or other law respecting security interests) as in effect in any applicable
jurisdiction, no security interest in Lessor's interest under this Lease or any such Lease
Supplement may be created through the transfer or possession of any counterpart of this
Lease or such Supplement other than the original executed Counterpart No. 1 hereof or
thereof which shall be identified on the cover hereof.
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IN WITNESS WHEREOF, Lessor and Lessee have caused this instrument to be
executed, all as of the day and year first above written.

INDIANA MICHIGAN POWER COMPANY,
an Indiana corporation

By.
Its

THE CONNECTICUT NATIONAL BANK,
not individually but solely as Owner
Trustee under Indiana Michigan Power
Trust No. 90-1

By.
ItF gmst Offices



STATE OF )
)

COUNTY OF )

On this day of , 1990, before me personally appeared, to me
personally known, who being by me duly sworn, says that he is a of
Indiana Michigan Power Company, that said instrument was signed and sealed on behalf of
said corporation by authority of its Board of Directors, and he acknowledged that the
execution and foregoing instrument was the free act and deed of said corporation.

Notary Public

(SEAL)

My commission expires:

STATE OF

COUNTY OF \fihlL*^£4L^<s£-

On this &^T day of .S^Hn/vAl^ 1990, before me personally appeared
W. R. MUNROE , to me personally known, who being by me duly sworn, says that he is
a Iruat Officer °f The Connecticut National Bank, that said instrument was signed on
behalf of said corporation by authority of its Board of Directors; and he acknowledged that
the execution of the foregoing instrument was the free act and deed of said corporation.

Notary <£ublic

(SEAL)
My Commission Expires Mar. 31, 1993

My commission expires . '



PRICING ASSUMPTIONS

Closing Date:

Assets:

Purchase Price
of Assets; . _

Interim Term
Commencement Date;

Basic Term
Commencement Date;

Basic Term;

Interim Rent:

Fixed Rent during
the Basic Term;

Interest Rate
on Notes;

Percentage of Purchase
Price of Assets
Funded by Notes;

Amortization of
Notes;

Tax Assumptions;

Total Purchase Price
of Assets for Related
Transactions;

Total Transactions
Costs for Related
Transactions;

Total Other Transaction
Expenses for Related
Transactions:

September 28, 1990

119 used 100-ton, 4,000 cubic foot capacity open top
triple hopper cars, as listed in Exhibit B to the Railcar
Lease.

$19,813.42 per railcar; total cost equals $2,357,797.26

September 28, 1990

December 27, 1990

Fifteen years

Interest only on Notes, payable by the Lessee on the last
day of the Interim Term.

As set forth in Exhibit C to the Railcar Lease.

9.68%

80%

As set forth in Annex II of the Security Agreement.

As set forth in Section 2 of the Tax Indemnification
Agreement.

$46,700,000

$310,088

$163,450

ANNEX 2
(to Equipment Lease)



Transaction Cost
Ratio:

Other Transaction
Expenses Ratio;

Transaction Costs:

Other Transaction
Expenses;

The ratio of (a) Total Transaction Costs for Related
Transactions to (b) Total Purchase Price of Assets for
Related Transactions, .664%

The ratio of a (a) Total Other Transaction Expenses for
Related Transactions to (b) Total Purchase Price of
Assets for Related Transactions, .35%.

[Note: Pricing will only be adjusted for a change in this
ratio to the extent that change is caused by an
adjustment to the denominator.]

The product of (a) Purchase Price of Assets and (b)
Transaction Cost Ratio, $15,655.77.

The product of (a) Purchase Price of Assets and (b)
Other Transaction Expenses Ratio, $8,252.29.
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Definitions

Related Transactions; This financing is one of six related financings between
Chase Manhattan Service Corporation ("CMSC"), as
Owner Participant, and Ohio Power Company and
Indiana Michigan Power Company, separately as
Lessees, to be entered into pursuant to a commitment
letter, dated June 7, 1990 from CMSC to American
Electric Power Service Corporation.

Transaction Costs; The expenses described in Section 2.6(a) of the
Participation Agreement defined as Transaction Costs.

Other Transaction
Expenses; Those expenses described in Section 2.6(a) of the

Participation Agreement, that are not defined as
Transaction Costs.
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DESCRIPTION OF EQUIPMENT

119 - 100-ton 4000 c.f. triple hopper coal cars as more specifically described below:

Car Numbers

AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX

1874
1875
1876
1877
1878
1879
1880
1881
1882
1883
1884
1885
1886
1887
1888
1889
1890
1891
1892
1893
1894
1895
1896
1897
1898
1899
1900
1902
1903
1904

AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX
AEPX

1905
1906
1907
1908
1909
1910
1911
1912
1913
1914
1915
1916
1917
1918
1919
1920
1921
1922
1923
1924
1926
1927
1928
1929
1930
1931
1933
1934
1935
1936

AEPX 1937
AEPX 1938
AEPX 1939
AEPX 1940
AEPX 1941
AEPX 1942
AEPX 1943
AEPX 1944
AEPX 1945
AEPX 1946
AEPX 1947
AEPX 1948
AEPX 1949
AEPX 1950
AEPX 1951
AEPX 1952
AEPX 1953
AEPX 1954
AEPX 1955
AEPX 1956
AEPX 1957
AEPX 1958
AEPX 1959
AEPX 1960
AEPX 1961
AEPX 1962
AEPX 1963
AEPX 1964
AEPX 1965
AEPX 1966

AEPX 1967
AEPX 1969
AEPX 1970
AEPX 1971
AEPX 1973
AEPX 1974
AEPX 1975
AEPX 1976
AEPX 1977
AEPX 1978
AEPX 1979
AEPX 1980
AEPX 1981
AEPX 1982
AEPX 1983
AEPX 1984
AEPX 1985
AEPX 1987
AEPX 1988
AEPX 1989
AEPX 1990
AEPX 1992
AEPX 1993
AEPX 1994
AEPX 1996
AEPX 1997
AEPX 1998
AEPX 1999
AEPX 2000

EXHIBIT A
(to Equipment Lease)



LEASE SUPPLEMENT NO. _

THIS LEASE SUPPLEMENT NO. dated as of , 1990 between THE
CONNECTICUT NATIONAL BANK, not individually but solely as Owner Trustee under
Indiana Michigan Trust No. 90-1 ("Lessor"), and INDIANA MICHIGAN POWER COMPANY,
an Indiana corporation ("Lessee"),

WITNESSETH;

1. Lessor and Lessee have heretofore entered into a Railcar Lease dated as
of September 1, 1990 (the "Lease") providing for the execution and delivery of Lease
Supplements substantially in the form hereof. The terms defined in the Lease shall have
the same meanings when used herein.

2. Lessee hereby acknowledges and confirms that on or prior to the date
hereof, the Equipment described in Schedule 1 attached hereto has been delivered and
assembled. Lessee represents that the Equipment is free and clear of all liens and
encumbrances, except for Permitted Encumbrances.

3. Lessee hereby certifies that the date of acceptance of the Equipment and
commencement of the Lease Term with respect thereto is , 1990.

4. Lessee hereby certifies that such Purchase Price for the Equipment as of
the date hereof is $

5. Interim Rent for the Equipment is payable in the amount of $ on
December 27, 1990. Fixed Rent, Stipulated Loss Values and Termination Values for the
Equipment is payable in the amounts and on the Rent Payment Dates set forth in Schedule
2 attached hereto.

Counterpart No. of

EXHIBIT B
(to Equipment Lease)



IN WITNESS WHEREOF, Lessor and Lessee have caused this instrument to be
executed, all as of the day and year first above written.

INDIANA MICHIGAN POWER COMPANY,
an Indiana corporation

By
Its

THE CONNECTICUT NATIONAL BANK,
not individually but solely as Owner
Trustee under Indiana Michigan Trust
No. 90-1

By
Its
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STATE OF )
)

COUNTY OF )

On this day of , 1990, before me personally appeared, to me
personally known, who being by me duly sworn, says that he is a of
Indiana Michigan Power Company, that said instrument was signed and sealed on behalf of
said corporation by authority of its Board of Directors, and he acknowledged that the
execution and foregoing instrument was the free act and deed of said corporation.

Notary Public

(SEAL)

My commission expires:

STATE OF

COUNTY OF

On this _ day of _ , 1990, before me personally appeared
_ , to me personally known, who being by me duly sworn, "says that he is
a _ of The Connecticut National Bank, that said instrument was signed on
behalf of said corporation by authority of its Board of Directors; and he acknowledged that
the execution of the foregoing instrument was the free act and deed of said corporation.

Notary Public

(SEAL)

My commission expires
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DESCRIPTION OF EQUIPMENT

SCHEDULE 1
(to Lease Supplement No. _)



SCHEDULE OF FIXED RENT, STIPULATED LOSS VALUE
AND TERMINATION VALUE RATE FACTORS

Rent Installment
For the Equipment Equal to

Purchase Price for the
Rent Equipment Times the Following

Payment Date Fixed Rent Factor

SCHEDULE 2
(to Lease Supplement No. )



STIPULATED LOSS VALUE AND TERMINATION VALUE

Stipulated Loss Value or
Termination Value, as a
percent of the Purchase
Price of the Equipment

(in Addition to Fixed
Rent Rent installment for the

Payment Date Equipment due on such date)
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SCHEDULE OF FIXED RENT, STIPULATED LOSS VALUE
AND TERMINATION VALUE RATE FACTORS

Fixed Rent
Payment Date

Rent Installment
For the Equipment Equal to

Purchase Price for the
Equipment Times the Following

Fixed Rent Factor

3/27/1991
4/27/1991
-9/27/1991
12/27/1991
3/27/1992
6/27/1992
9/27/1992
12/27/1992
3/27/1993
6/27/1993
9/27/1953
12/27/1993
3/27/1994
6/27/1994
9/27/1994
12/27/1994
J/27/1995
6/27/1995
9/27/1995
12/27/1995
3/27/1996
6/27/1996
9/27/1996
12/27/1996
3/27/1997
6/27/1997
9/27/1997
12/27/1997
3/27/1998
6/27/1998
0/27/1998
12/27/1998
3/27/1999
i/27/1999
9/27/1999

12/27/1999
3/27/2000
6/27/2000
9/27/2000

12/27/2000
3/27/2001
6/27/2001
9/27/2001

2.49212483
2.492124B3
2.49212463
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212453
2.49212463
2.49212483
2.49212483
2.492124A3
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483
2.49212483.

3.04593035
3.04593035
3.04593035
3.0459303!
3.04593025
3.04593035
3.04593035
3.04593035
3.04593035
3.04593035
3.04593035
3.0459303S

EXHIBIT C
(to Equipment Lease)



Fixed Rent
Payment Date

Rent Installment
For the Equipment Equal to

Purchase Price for the
Equipment Times the Following

Fixed Rent Factor

12/27/2001
3/27/2002
6/27/2002
9/27/2002

12/27/2002
3/27/2003
6/27/2003
9/27/2003

12/27/2003
3/27/2004
6/27/2004
9/27/2004

12/27/2004
3/27/2005
6/27/2005
9/27/200S

12/27/2005

3.04593035
3.04593035
3.04593035
3.04593035
3.0459303$

04593035
04593035
04593035
04593035
04593035
04593035

3.04593035
3.04593035
3.04593035
3.04593035
3.04393035
3.04593035
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STIPULATED LOSS VALUE AND TERMINATION VALUE

Rent
Payment Date

Stipulated Loss Value or
Termination Value, as a
percent of the Purchase
Price of the Equipment

(in Addition to Fixed
Rent installment for the

Equipment due on such date)

27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN

1990
1991
1991
1991
1991
1992
1992
1992
1992
1993
1993
1993
1993
1994
1994
1994
1994
1995
1995
1995
1995
1996
1996
1996
1996
1997
1997
1997
1997
1998
1998
1998
1998
1999
1999

101.
102.
102.
102.
103.
103.
103,
103.
103.
103.
103.
103.
103.
102.
102.
102.
102.
101.
101.
101.
100.
100.
99.
99.
98.
98.
97.
97.
96.
95.
94.
94.
92.
91.
89.
88.

.313787*7
39378747
70288288
96193945
16884708
33040811
44841621
51182790
52550208
49618717
42944831
31639865
16259150
97723068
76160914
50914432
22366569
90895232
56594776
18812184
77808362
33897642
87151133
36848290
83154445
26356217
66511342
02950471
35825007
65391410
91693043
14564642
78904434
38894231
94507212
45853355
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STIPULATED LOSS VALUE AND TERMINATION VALUE

Rent
Payment Date

Stipulated Loss Value or
Termination Value, as a
percent of the Purchase
Price of the Equipment

(in Addition to Fixed
Rent installment for the

Equipment due on such date)

27 SEP
27 DEC
27 MAR
27 JUN
11 SEP
27 DEC
>7 MAR
>7 JUN
>7 SEP
>7 DEC
11 MAR
>7 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC
27 MAR
27 JUN
27 SEP
27 DEC

1999
1999
2000
2000
2000
2000
2001
2001
2001
2001
2002
2002
2002
2002
2003
2003
2003
2003
2004
2004
2004
2004
2005
2005
2005
2005

86.93138796
85.36345280
83.75403054
82.10310786
80.41087473
78.67658440
76.89931225
75.08032799
73.21958588
71.32715435
69.51575716
67.67086806
65.79440193
63.88316618
61.93539784
59.96483671
57.97242828
55.95296919
53.90403910
51.83575055
49.74552440
47.62767379
45.47957805
43.40041406
41.41485174
39.50000001


